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STANDARD FEDERAL TAX REPORTS 


For the man whose responsibilities demand that he have every- 
thing concerning federal taxes affecting business and individual 
taxpayers. Week in, week out, the STANDARD’s informative 
issues rush to subscribers complete details on every new twist 
and turn of pertinent federal tax law, as it breaks. Featured are 
authoritative full texts of laws, regulations, rulings, court 
decisions, forms, and related facts and information —all ex- 
plained and tied into the over-all tax picture with helpful, 
understandable editorial comments. Current subscription plan 
includes 7 “bring-you-up-to-date” Compilation Volumes and 
companion Internal Revenue Code Volume. 


FEDERAL TAX GUIDE REPORTS 


Edited and produced particularly for Tax Men who must stay 
abreast of unfolding developments concerning federal income 
taxes of the average taxpayer, the ordinary corporation or indi- 
vidual. Swift weekly issues provide quick access to essential 
facts and information — changes in statutes, amendments, regu- 
lations, decisions, official rulings, and the like. Everything is 
designed to facilitate tax work. Subscription for the GUIDE 
includes two loose leaf Compilation Volumes replete with 
pertinent law texts, regulations, rulings, decisions, explanations, 
examples, charts, tables, check lists. 


WRITE FOR FURTHER DETAILS... 


PENSION PLAN GUIDE 


Designed for all concerned with drafting, qualifying for federal 
tax exemption, operating and administering employee-benefit 
plans, CCH’s PENSION PLAN GUIDE carefully integrates all 
the controlling authorities to spell out their separate and com- 
bined effects on pension and profit-sharing plans. Makes clear 
the WHAT, HOW, and WHY of statutory and practical re- 
quirements that shape and mold private programs. Special 
features, in addition to profit-sharing and pension planning, 
include: — Group Insurance Plans, Executive Compensation 
Plans, Fringe Benefits, Investment of Employee Trust Funds, 
Payment of Benefits, Guaranteed Annual Wages. 


SINCLAIR-MURRAY 
CAPITAL CHANGES REPORTS 


(Produced and published by Sinclair, Murray & Co., Inc.,—a 
wholly-owned subsidiary of Commerce Clearing House, Inc.) 
When capital changes affect an investment portfolio, how can 
the Tax Man get the facts and information needed for correctly 
computing gain and loss for federal income tax purposes? In 
three loose leaf Volumes the complete capital changes histories 
of over 12,000 corporations are set forth with federal income 
tax consequences fully reported. Fast, regular loose leaf Reports 
cover federal income tax aspects of: stock rights, stock dividends, 
exchanges of securities, dividends on preferred stock redemp- 
tions, non-taxable and capital gains cash dividends, interest on 
bonds “traded flat”, amortizable premium on convertible bonds, 
and the like. 
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AT THIS POINT A SERIES OF 
ELECTIVES, COVERING THE 
ADDITIONAL SUBJECTS, IS 
TO BE CHOSEN. THE MOST 
LOGICAL COMBINATIONS 
FOR SPECIFIC GOALS ARE 
SHOWN ON THIS CHART 
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A thorough foundation in Accounting Elements 
and General Accounting is acquired through com- 
pletion of the first 40 assignments. The student 


GRAPHIC OUTLINE OF THE IAS COURSE 


To prepare each student for his specific vocational objective, LAS offers an 
elective program covering a wide range of accounting and allied subjects. 


then selects from the electives* shown on the 
chart those leading to his immediate job- 
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Thus the IAS elective program enables the stu- 
dent to progress directly to his specific goal. 
Then, through the Life Scholarship Privilege 
earned by each Diploma Course (90 assignments) 





* An elective consists of 10, 20, or 30 comprehensive study assignments, as indicated by the length of the bar on the chart. 


Graduate, the IAS student can broaden his 
knowledge of accounting and management 
through study of any, or all, of the other elec- 
tives, at no additional cost. 


The school’s 24-page catalogue is available free upon request. Address 
your card or letter to the Secretary, LAS, at the address below. 


INTERNATIONAL ACCOUNTANTS SOCIETY, INC. 
A Correspondence School Since 1903 


209 WEST JACKSON BOULEVARD : CHICAGO 6, ILLINOIS 
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IN BUDGETING 
AND 

COST SYSTEMS 
it is 

MeCormick & Co. 


@ Pioneers in direct cost with the version 
now so widely used: ‘Marginal Income 
Control.” 

@ Pioneers in responsibility budgeting— 
tying of control costs back to job titles. 


@ Innovators in sketching the entire pro- 
posed control system in picture form in 
advance of ‘installation. 

@ Pioneers in early reporting for all 
control forms. Other descriptive Mc- 
Cormick touches include graphic train- 
ing classes, a successful variance inves- 
tigation plan to eliminate excesses. 

@ All McCormick installations can be 
identified by the colorful, crisply 
written, handsome, hard-bound manual 
which sets up for all to see—the plan, 
use and maintenance of your entire 
control system. 


Send for information 


MeCormick & Co. 
CONSULTING ENGINEERS 
PARK BUILDING, YONKERS, N.Y. 


“A McCormick client is generally 
the leader in his industry’’ 


References gladly furnished 














American Appraisals 
correct errors in 
property accounts 
Continuous American Appraisal Serv- 
ice is an effective method of property 
control—reflecting changes in physi- 
cal assets and fluctuations in value. It 
keeps property records in line with 

property facts. 


The 
AMERICAN 
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Company 
leader in property valuation 
HOME OFFICE: MILWAUKEE 1, WIS. 
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Is it any wonder that every year more and 
more firms resort to Ozalid — to speed and 
simplify order filling, reduce errors, save 
time and work in invoicing or billing... 
and substitute for scarce clerical workers. 

The Ozalid system starts with a translucent 
order form, written or typed. On the order 
form are entered prices, terms, discounts, 
stock serial numbers, specifications, delivery 
instructions, and any other required data. 

Then Ozalid copies of the order are used 
for order filling, customer confirmation, shop 
or shipping instructions, packing slip and 
delivery order; and sent to credit, account- 
ing, inventory control, classification records. 
And Ozalid copies also serve as invoices. 
One order, written once, suffices for every 
step of the operation! 

Ozalid copies are made easily, quickly, 
cheaply. Just lay the translucent original 
over sensitized paper, and feed into an Ozalid 


handles sheets as wide as 16”, 


BAMBINO (right) is the smallest, fastest, 
low-priced office copying machine; 

will make 200 copies an hour, on sheets 
as wide as 9”, for less than 114¢ a copy. 


OZAMATIC (left) is a table model, 


and can make up to 1000 prints an hour. 


... Which represent more than a million hours 
of payroll time saved in a single year... 


plus expedited order filling and billing 


\T MRR RRR RE ERE RSE SERERS SSS SSSSSSE SSS HSESSSESEE 
> 


machine. Ozalid will copy anything written, 
typed, printed, drawn. An Ozalid copy is 
made in less than a minute, and a letter size 
sheet costs less than 11¢. 

Ozalid reproduction is instant, clean, dry 
—no photography, developing tanks, dryers, 
machine cleaning or messy maintenance. 
And anybody can use an Ozalid machine. 

You can also Ozalid copy letters, reports, 
bulletins, statements, ledger sheets, records. 
For cumulative records or statements, add 
new entries on the original; and Ozalid 
copies serve as current reports. 

Ask the nearest Ozalid distributor (see 
phone book) to show you how Ozalid can 
reduce work and costs for your company. Or 
write 215 Ozaway, Johnson City, N. Y. In 
Canada, Hughes Owens Co., Ltd., Montreal. 

Oza.ip — A Division of General Aniline & 
Film Corporation* From Research to Reality! 


OZALID 


do. million Ozalid copies 
of invoices—in 1955! 
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WW" DAY 


Editors, THE CONTROLLER: 

Attached is a copy of the letter I have 
written Thomas M. McDade after reading 
his interesting article in your August issue. 
Also attached is a copy of the written ex- 
pression of my own thoughts relative to 
the World Calendar. 

Up to the present time, most of the sup- 

rt for the proposed World Calendar has 
aw based on business reasons, and most 
of the objections to it have been based on 
religious reasons. It seems to me there is 
a very strong case to be made against the 
proposed change from the business stand- 
point, as well as the long-lasting confu- 
sion that is certain to result internation- 
ally, particularly among those nations that 
are the biggest factors in business progress. 


O. H. STEVNING 

Vice President 
Shaw-Barton Incorporated 
Coshocton, Ohio 


(Letter attached) 
Dear Mr. McDade: 


I have read with a great deal of interest 
your excellent article “The Controller's 


Interest in the World Calendar” which 
appears in the August 1955 issue of THE 
CONTROLLER. You have certainly summed 
up the arguments in favor of the World 
Calendar in a most able and readable way. 

It does seem to me that “the reverse 
side of the coin’ should also be consid- 
ered carefully. For a very considerable 
segment of business in the United States, 
one or two undated days that do not be- 
long to any week or any month would 
cause considerable and constantly recur- 
ring confusion and difficulty. Also there 
are a number of other factors that should 
be weighed carefully. A while ago I put 

own my own thoughts on the subject, 
and attached is a copy. I have also sent a 
copy to THE CONTROLLER. 

Having been in the calendar business 
for 32 years, it is a fair question to ask if 
this is my pocketbook speaking. I do not 
believe so. The proposed change would 
probably stimulate the calendar business 
for several years, rather than the reverse. 
My objection is based on a sincere belief 
that a calendar with one or two undated 
days each year would prove to be a hope- 
less anachronism in actual use, particularly 
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when those days are not a part of any 
week or any month. 


(Excerpts from Mr. Stevning’s 
thoughts on the subject) 


The Crux of the Created Difficulty is the 
Undated Day. (Two undated days in leap 
year.) 

1. The Calendar is essentially a con- 
venient instrument for measuring time in 
terms of days, weeks and months—just 
as the watch measures time in terms of 
seconds, minutes and hours. Being a con- 
venience, it should be kept convenient, 
What could be more inconvenient than an 
undated day, that does not belong either 
to the preceding or succeeding week or 
month ? 

2. Monetary interest rates are continu- 
ous on a daily basis and multiples thereof, 
regardless of whether they are legal holi- 
days. The entire banking, financial, invest. 
ment and insurance fields would be faced 
with the constant necessity of taking into 
consideration these undated days. Long- 
term leases, due dates of long-term bonds 
and other types of financial instruments 
would all be affected by the inconven- 
ience of undated days during the life of 
such instruments. 

3. Transportation Companies—Rail- 
roads, airlines and bus lines must plan 
their schedules, food supplies, employe’s 
hours, etc., for every day, dated or un- 
dated. Attempting to cope with undated 
days would add to their difficulties in 
planning and scheduling. 

4. Hotels and Restaurants would have 
similar problems. In cases where weekly 
rates or weekly wages are involved, con- 
stant adjustment and revision would be 
necessary to take care of the undated days 
which are not part of either the preced- 
ing or succeeding weeks. From the stand- 
point of all business records, these would 
be “orphan” days, wandering about in a 
homeless void, belonging to no week or 
no month. 

5. The Entertainment W orld—Thea- 
tres, radio, television, baseball, football, 
etc., have some of their biggest programs 
and financial receipts on holidays. To 
have one or two undated holidays each 
year would be making the calendar the 
master, when it should be the servant— 
a case of the “‘tail wagging the dog,” with 
a vengeance. 

6. The Industrial Relations Field— 
One steadily increasing cost in industry 
today is the constant and intense pres- 
sure toward more paid holidays every 
year. “World Day” or “W” Day would 
mean another paid holiday every year, and 
two more paid holidays every four years. 
Also, under the proposed “World Cal- 
endar,” January 1 would always fall on 
Sunday. Anyone even slightly familiar 
with industrial relations knows that im- 
mediately there would be intense pres- 
sure not to lose this paid holiday. How 
much will these additional paid holidays 
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IBM leadership in action... 


Panel 
of decision 
makers 


Today, IBM electronic panels like this are 
paving the way for a whole new family of 
lightning-fast computers and data proc- 
essing machines —‘“‘decision-makers,” 
adaptable to large or small business, that 
can be mass-produced with typical IBM 
precision. 

These tiny, power-packed transistors 
mounted on printed wiring panels replace 
bulky vacuum tube assemblies. By greatly 
reducing heat output and by effecting dra- 


matic savings in space and power require- 
ments, their use in IBM electronic data 





processing machines results in vastly sim- 
plified installation. 

Through the use of developments such as 
this, IBM is bringing the revolutionary, yet 
practical, benefits of electronics to more 
businesses than ever... helping America 
work better and faster—at less cost. 


International Business Machines Corporation 
New York 22, N. Y. 


DATA’ 
PROCESSING 

















by Ned Chapin 


by Munro Corbin 


by Ragnar W. Anderson 





cost industry in the United States alone, 
not even counting the rest of the world? 

7. Modern Record-Keeping is depend- 
ing more and more on electronic com- 
puters, I. B. M. machines, Univac, etc. 
These machines require numbers for 
proper operation, not names or letters. In 
fact the general name “electronic digital 
computer” indicates the fact that num- 
bers are the raw material for these ma- 
chines. For all such record-keeping, a day 
identified by a name or a letter instead of 
a numeral would be a constantly recurring 
problem. 

(Mr. McDade’s comment) 
Dear Mr. Stevning: 

Admittedly the existence of a “W”’ day, 
which is not a part of any week or month, 
does make for some awkwardness in re- 
cording that day in a financial history. In 
practice, however, I believe it would 
probably be made a part of the preceding 
month or week. 

In such case, December would have 31 
days, and the quarter 92 days. For the 
great majority of businesses, this would 
have no significance as, in almost all cases, 
this would be a holiday. For those busi- 
messes enumerated in your release, which 
would be operating on a “W’” day, the 
month and quarter in which the day is in- 
cluded would always be the same and 
would, therefore, have complete compar- 
ability with former periods. As such, it 
would be greatly superior to what we have 
now. 


Forthcoming features 


IN THE CONTROLLER 


%& JUSTIFYING THE USE OF AN AUTOMATIC COMPUTER 
te OPERATING STATEMENTS: GET THEM WHILE THEY’RE HOT 


3% CURRENT DEVELOPMENTS IN 
LONG-TERM EXPORT FINANCING 


$ 








So far as machine record-keeping is 
concerned, there is no problem for, 
whether the day is a letter day or a num- 
ber, the modern machine could handle 
it without difficulty. 

THOMAS M. McDaDE 


CAN YOU HELP? 
Editors, THE CONTROLLER: 

I wonder whether you would be willing 
to publish in your correspondence column 
the question on which I am seeking some 
information as to industry practice? 

I have lately had occasion to do some 
work on companies which have a highly 
seasonal sales pattern. Nevertheless, I find 
that these companies tend to charge off 
all their administrative and selling ex- 
penses each month. This usually produced 
losses in the off-season month and ex- 
cessive profits in peak months. 

It would appear that a more logical 
practice would be to defer a portion of the 
expenses incurred in off-season months 
and to absorb them in the peak months. 
In this way, it will be possible for man- 
agement to assess performance in each 
month on its own merits and at the same 
time to take the necessary corrective action 
before it becomes too late. 

I hope that some of your readers will be 
interested enough to respond to this query. 


HENRY KEYSERLING 
Cresap, McCormick and Paget 
342 Madison Avenue 
New York 17, N. Y. 
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PEIRCE ARTICLE PRAISED 


Editors, THE CONTROLLER: 


At last someone has had the guts to 
speak out about this business of ‘‘control- 
lers being promoted to the position of 
treasurer.” I refer to the article by James 
L. Peirce in the August issue of THE Con- 
TROLLER entitled “Controllership Moti- 
vation.” 

Hurrah, Hurrah! 


V.P. 


Editors, THE CONTROLLER: 

Is it possible to get a reprint of the ex- 
cellent article, ‘‘Controllership Motiva- 
tion” by James L. Peirce (THE CONTROL- 
LER, August 1955) for distribution to ac- 
counting major students at four of our 
leading universities here in the great 
Southwest ? 

As you know, we have considerable in- 
terest in controllership by the heads of the 
accounting departments at USC, UCLA, 
Los Angeles State and Loyola and we feel 
if we could let the professors have a re- 
print of this excellent article it would help 
them fulfill their promise to talk “‘con- 
trollership” to their students. 


Ray O. HILL 

Chairman, Education Committee 
Los Angeles Control 

Controllers Institute of America 
Los Angeles, California 


Reprints of this recent article are available 
at 25c each. A few copies (first come first 
served) are available of Mr. Peirce’s articles 
that appeared in September 1952, September 
1953 and September 1954 also at 25c each. 
Address Reprints, THE CONTROLLER, Two 
Park Avenue, New York 16, N. Y. 


EXECUTIVE DEVELOPMENT PROGRAM 


Editors, THE CONTROLLER: 

We should like to have permission to 
mimeograph copies of the articles from 
THE CONTROLLER listed below, for use 
by participants in the Executive Develop- 
ment Program at no extra charge to them. 
Full credit will be given with a statement 
that the articles are reproduced by your 
permission. 


“Practical Limitations in the Use of 
Variable Costs for Planning’ by Norton 
M. Bedford, THE CONTROLLER, May 
1955. 

“Giving Budgeting Appeal to the Fore- 
man” by Harry Woodhead, THE CON- 
TROLLER, July 1955. 


We would appreciate it very much if 
you would approve our request. These two 
fine articles will make an excellent con- 
tribution to our Program. 


COLIN PARK 

The University of Buffalo 
Executive Development Program 
Buffalo, N. Y. 
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New Corporate Equities Rise 

Equity issues accounted for a third of the total security of- 
ferings by corporations during the first half of 1955, accord- 
ing to a recent study by the Securities and Exchange Com- 
mission. This represented a considerable change from the 
first six months of 1954 when, the SEC said, corporations 
met only one fifth of their needs by selling equities. 

The corporations were reported to be planning to use 
77 per cent of the freshly acquired funds for new money 
purposes. They had allocated $1.3 billion to plant and 
equipment outlays, with another $600 million intended for 
working capital. Refinancing of outstanding securities was 
expected to require slightly more than $300 million and 
“other purposes,” including repayment of bank loans, ac- 
count for $200 million. 

The new cash offerings in the April-June 1955 quarter, 
according to the SEC, totaled $2.5 billion, a figure that has 
been equaled or bettered in new issues in each of the last 
five quarters. 


Corporation Dollars for Education 

An article in a recent issue of The Saturday Review by 
John W. Hill and Albert L. Ayars, of the New York public 
relations firm of Hill & Knowlton, Inc., entitled “More 
Money for Our Colleges . . . and Where It’s Coming 
from,” discussed the financial problems of American col- 
leges and universities, particularly the effects of the infla- 
tion of the past 15 years on endowments and fixed funds or 
incomes. 

It also considered the interest of American business in the 
problems of higher education and the increasing support 
being given by our business community to educational insti- 
tutions. This was pointed to as ‘‘a first aspect of the increas- 
ing sense of corporate responsibility which has created a 
sort of public service revolution in American business ideas 
and practices.” 

In 1936, corporate giving to educational institutions to- 
taled an estimated $6 million; in 1948, the total had risen 
to $40 million; in 1953, it was over $70 million. 

The authors included a summary of details of ten typical 
rporate programs now in effect for providing urgently 
needed financial aid to our private colleges and universities 
and pointed out that ‘“‘restrictions on these funds are very 
limited. They are aimed at helping our institutions of learn- 
ing meet the real cost of education rather than erecting new 
structures and new overheads.” 





The article discussed the role of the Council for Financial 
Aid to Education, Inc., composed of leading businessmen 
and educators, which has as one of its aims the furthering of 
the recognition of the plight of higher education and en- 
couraging greater support by American business corpora- 
tions. 

Two factors helped clear the way for corporate contribu- 
tions to educational institutions. 

First was the affirmation by the courts that “corporate 
contributions to educational institutions are a matter of bene- 
fit to giving corporations and a right of these corporations 
under the law, and the fact that such contributions, properly 
administered, are income-tax exempt under state and federal 
law.” 

The authors also state that “the belief that advance edu- 
cation is essential to the preservation of our way of life has 
been affirmed by numerous surveys, including an extensive 
piece of research by the United States Chamber of Com- 
merce as reported in the booklet ‘Education—and Invest- 
ment in People.’ ”’ 

A digest of the article is published on page 488 of this 
issue of THE CONTROLLER, by permission of The Saturday) 
Review. 


No Gifts, Thank You 


The problem of Christmas gift-giving—by others to the 
employes of a corporation, and by the corporation to others 
-—is an old and frequently perplexing one. We recently 
noted a form letter from a major corporation which we 
believe to be interesting. It follows: 

“The question of gifts at Christmas and other occasions from 
suppliers, transportation companies, contractors and others to 
purchasing, engineering, executive and other personnel of the 
gb es econ ek eter (company) has been a recurring perplexity 
to some of us each year. We realize that the intentions of the 
givers are friendly and cordial—entirely within the spirit of the 
occasion celebrated—and the spirit of the receiver is the same. 
However, the relationship recognized by the gift is a business 
relationship, and the gift therefore has a business purpose. 

“Both you and we insist, of course, that the members of our 
organization make their decisions on company affairs entirely on 
the basis of company interest without regard to personal consid- 
eration. Anything tending to detract from such objective is con- 
trary to company interest. It may be possible for gifts to company 
personnel to have that result, and they could be detrimental to 
the interest of the giving company as well. 

“We are not concerned with tokens strictly for advertising 
purposes, but beyond these, this company earnestly requests that 
your company not offer or present gifts of any kind to our per- 
sonnel, all of whom are being directed to return any gifts they 
received. Gifts not properly regarded as advertising tokens by 
this company to the personnel of other companies are also being 


prohibited.” 


We welcome comments from our readers as to their reac- 
tions; also any similar approach which their companies may 
have adopted. —PAUL HAASE 
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The lady looks both ways 


From her Bedloe’s Island vantage 
point, Miss Liberty gets a seagull’s- 
eye view down a two-way thor- 
oughfare—an avenue of global im- 
portance that carries American 
goods to overseas marts and for- 
eign goods to our shores. 

Keeping traffic moving in both di- 
rections on this highway to world- 
wide ports is a big job for importers, 
exporters, shippers—and for banks, 
too. 

How does banking service—Chase 
Manhattan service—facilitate busi- 
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ness with other countries? Through 
its branches, representatives, and 
correspondents in all commercially 
important areas of the world, Chase 
Manhattan keeps in close touch 
with local conditions. Information 
is gathered, analyzed and promptly 
made available to customers. Then, 
in every step of the way from the 
initial financing of imports and 
exports through letter of credit ar- 
rangements, Chase Manhattan spe- 
cialists help bring foreign transac- 
tions to successful completion. 


If you do business abroad, or would 
like to, we'll be glad to show how 
Chase Manhattan experience and 


facilities can help you. 


THE 


CHASE 


MANHATTAN 
BANK 


HEAD OFFICE: 18 Pine Street, New York 15 


Member Federal Deposit Insurance Corporation 
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RECENT DEVELOPMENTS IN 
Accounting for Reserves 


Walter G. Kell 


NE OF THE MOST OVERWORKED 
O WORDS in an accountant’s vocabulary 
is the word “reserve.” The variety of 
meanings and sometimes conflicting uses 
of the term in accounting and in business 
as well as nontechnical connotations have 
combined to complicate unnecessarily the 
interpretation of published financial re- 
ports. At the root of the difficulty is the 
common misconception that a reserve is a 
fund of money. 

In the accounting literature of the past 
decade, the advisability of using the term 
“reserve” has frequently been questioned 
and numerous suggestions in reserve ter- 
minology and in accounting for reserves 
have been made. The primary purposes of 
this paper are (1) to discuss the most sig- 
nificant developments regarding the term 
“reserve” and (2) to determine by refer- 
ence to “Accounting Trends and Tech- 
niques,” published annually by the Amer- 
ican Institute of Accountants, the extent to 
which these changes have been accepted 
in accounting practice. 


CLASSES OF RESERVES 


To provide a basis for subsequent dis- 
cussion, an understanding of the tradi- 
tional accounting uses of the term “re- 
serves” is essential. Reserves are commonly 
used in at least three separate and distinct 
ways: (1) as an asset valuation account, 
(2) as an estimated liability, and (3) as 
an appropriation or earmarking of re- 
tained earnings. 

Valuation Reserves. The estimated de- 
cline in the value of assets which has al- 
ready occurred is reflected in reserve ac- 
counts rather than in the asset accounts 
themselves. Valuation reserves may per- 
tain to current assets or to fixed assets. 
The former, such as reserves for bad debts, 
marketable securities, and inventories are 
offset against the related current asset ac- 
counts in order to show the expected 
realizable value of the assets. The latter, 
such as reserves for depreciation and de- 
pletion, are offset against the related fixed 
asset accounts in order to show the unex- 
pired cost of the assets. Valuation reserves 
are created by charges to expense and thus 


are directly associated with the determina- 
tion of net income. 

Liability Reserves. The reserve designa- 
tion is frequently employed to reflect an 
estimated liability as in the case of (1) a 
known liability of uncertain amount, (2) 
a potential liability of certain amount, or 
(3) a potential liability of uncertain 
amount. Liability reserves are classified on 
the balance sheet as liabilities, but occa- 
sionally are shown as part of the stock- 
holders’ equity, or in a reserve section. 
Examples of liability reserves as reflected 
in “Accounting Trends and Techniques” 
(Eighth Edition) include reserves for: 
taxes, insurance, employe benefits, product 
guarantees or warrantees, contingencies, 
and foreign activity purposes. As used in 
connection with liabilities, the term “‘re- 
serve” is synonymous with the word “‘esti- 
mate.” True liability reserves are estab- 
lished by charge to expense and therefore 
enter into the determination of net in- 
come. 

Surplus Reserves. The earmarking of 
surplus (retained earnings) indicates that 
a portion of surplus is presently unavail- 
able for dividend declarations because a 
portion of total net assets is currently be- 
ing held for some future purpose such as 
plant expansion, retirement of bonds, etc. 
The reservation of assets resulting from 
surplus reserves limits the dissipation of 


total assets through dividend distributions, 
but places no restrictions whatsoever on 
the use of specific assets for other corpo- 
rate purposes. Generally surplus reserves 
appear in the stockholders’ equity section, 
but occasionally they are classified in a re- 
serve section. Surplus reserves are estab- 
lished by charges to retained earnings and 
have no effect on the determination of net 
income. 


RELATIONSHIP BETWEEN 
FUNDS AND RESERVES 

Although reserves are frequently con- 
sidered to be synonymous with funds by 
laymen, the distinguishing characteristics 
between funds and reserves in accounting 
are sharp and clear. Funds consist of tan- 
gible assets—cash, securities, etc., whereas 
reserves are not composed of tangible 
properties. Funds are established by trans- 
fer of cash and/or other assets to the fund. 
Reserves, on the other hand, are created 
by an accounting entry which does not in- 
volve a transfer of assets. Funds are used 
in exchange transactions; reserves do not 
represent a medium of exchange. Funds 
always have debit balances; reserves al- 
ways have credit balances. 

In practice a fund may exist without a 
related reserve, a reserve may exist without 
a fund, or a fund and a related reserve 
may exist simultaneously. The latter phe- 
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chairman of the Accounting Department of the College of 
Syracuse University, 
N. Y. In this article he discusses the current thought 
on terminology used in various accounting presentations 
to best set forth the earmarking of retained earnings and 
offers suggestions to end confusion in the word “reserve.” 
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nomenon is described as a situation in 
which a reserve is funded. ‘Funding a 
reserve’ means that the creation of a re- 
serve is accompanied by a transfer of as- 
sets (generally working capital) into a 
special fund. When a reserve is funded a 
i purpose is served. 

For example, an appropriation of re- 
tained earnings, “Reserve for Plant Ex- 
pansion,” restricts the amount of earnings 
available for dividends; and an accom- 
panying fund, ‘Plant Expansion Fund,” 
provides for the accumulation of liquid 
assets whose use is restricted solely to the 
fulfillment of the purpose for which the 
reserve was created. Similarly, a valuation 
account, “Reserve for Depreciation,” meas- 
ures the cost of a depreciable asset that has 
expired, but an accompanying fund, 
“Fixed Asset Replacement Fund,” is 
needed to assure that funds will be avail- 
able to replace the asset at the end of its 
useful life. 

Four conditions may exist when a re- 
serve is funded: (1) both may be estab- 
lished voluntarily, (2) both may be ob- 
ligatory, (3) the fund may be voluntary 
and the reserve may be required, or (4) 
the fund may be obligatory and the reserve 
may be voluntary.1 When a reserve is 
funded, a question arises as to the rela- 
tionship, if any, of the amount of the 
fund and the amount of the reserve. If 
either the fund or reserve, or both, are 
voluntary no necessary relationship exists. 
When both are obligatory, the terms of 
the contract determine the relationship of 
the amounts. Even in the latter case, it 
should not be assumed that the amounts 
must be exactly equal. Expenditures from 
the fund, actuarial differences in accumula- 
tion, and gains and losses arising from the 


disposition of fund securities explain in 
part differences between obligatory funds 
and reserves.” 


SUGGESTED CHANGES 
IN RESERVE TERMINOLOGY 

The general dissatisfaction in the mean- 
ing and use of the term “‘reserve”’ in ac- 
counting culminated in 1948 when the 
Committee on Terminology of the Amer- 
ican Institute of Accountants issued “‘Ac- 
counting Research Bulletin No. 34.” The 
recommendations of the Committee have 
been restated in “Accounting Terminol- 
ogy Bulletin No. 1” and are summarized 
as follows :3 


1. The term “reserve” should not be used 
to describe in the balance sheet deduc- 
tions from assets or provisions for esti- 
mated liabilities. 

2. The term “reserve” should be used only 
to indicate that an undivided portion of 
the assets is being held or retained for 
general or specific purposes; i.e., appro- 
priations of retained income or surplus 
reserves. 

3. Terms such as “accrued depreciation” 
and “estimated liabilities” should be used 
in lieu of the word “reserve” in other sec- 
tions of the balance sheet. 


In defense of their recommendation to 
limit the term “reserve” to the stockhold- 
ers’ equity section, the Committee points 
out that this usage corresponds closely to 
the dictionary definition of a reserve as 
“generally something held or retained for 
a purpose.”’* 

In 1949, the Committee on Concepts 
and Standards of the American Account- 
ing Association also recommended that the 
term “‘reserve’”’ be limited to restrictions 
upon proprietary equity items.° However, 
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in 1950, the Committee on Concepts and 
Standards in Supplementary Statement 
No. 1, extended their earlier action and 
recommended that (1) the term “reserve” 
should not be employed in published finan- 
cial statements of business corporations, 
and (2) the term “appropriation” should 
be used to describe surplus restrictions.* 

Both the AIA and the AAA are in 
agreement on the common objective; i.e., 
to eliminate the confusion which exists 
regarding the use and meaning of the 
term “reserve,” but there is disagreement 
as to the most desirable means of accom- 
plishing this end. The principal point of 
difference between the groups evolves 
from different dictionary meanings of the 
term “‘reserve.” In contrast to the Amer- 
ican Institute of Accountants’ meaning 
quoted above, the American Accounting 
Association Committee cites Webster's 
definition of a reserve as ‘funds kept on 
hand to meet demands.’’* Accordingly, 
this Committee concludes that restricting 
the accounting usage of the term to sur- 
plus reserves leaves unresolved the conflict 
between the laymen and accounting con- 
notations of the term. Further, they be- 
lieve that complete elimination of the 
term “‘reserve’’ in accounting will (1) free 
professional thinking from a confusing 
ambiguity and (2) non-accountants no 
longer will have to deal with a specialized 
meaning which is at variance with popular 
usage.§ 

Complete elimination of the term “re- 
serve” in accounting deserves full endorse- 
ment. Restricting the term to one of its 
varied uses as recommended by the Amer- 
ican Institute of Accountants is an im- 
provement but at best it represents only 
a piecemeal effort. The stigma which has 
evolved from the multiple uses of the 
term “reserve” will inevitably cast a 
shadow upon the use of the term in its 
restricted sense. Furthermore, there ap- 
pears to be little virtue in perpetuating a 
term which appears likely to remain in 
conflict with the laymen’s connotation of 
the word. This is especially true when su- 
perior substitute terminology is readily 
available for use. 

The American Accounting Association 
favors the term “appropriation” in lieu of 
the term “reserve” within the net worth 


* Finney, H. A. & Miller, H. E., Intermediate 
Accounting, 4th Edition, Prentice-Hall, Inc., 
New York, p. 591. 

* Holmes, A. W. & Meier, R. A., Intermedi- 
ate Accounting, Richatd D. Irwin & Co., Chi- 
cago, 1949, p. 699. 

* American Institute of Accountants, <Ac- 
counting Terminology Bulletin No. 1, “Review 
and Resume,” pp. 27-28. 

* Ibid., p. 28. 

5 American Accounting Association, ‘Report 
of Committee on Concepts and Principles,” 
Accounting Review, Vol. 25, No. 2, July 1950, 
p. 139. 

* American Accounting Association, “Reserves 
and Retained Income,” Accounting Review, Vol. 
26, No. 2, July 1951, p. 153. 

* Tbid., p. 154. 

® Ibid., p. 154. 
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section and cites in defense of its proposal 
the frequent use of appropriations in cur- 
rent published financial statements.? But 
usage alone is not a sound criterion for 
long-run recommendations. Of infinitely 
greater importance are the technical and 
nontechnical meanings, and connotations 
of the term suggested. On these criteria, 
the term “appropriation” leaves much to 
be desired. In government, an appropria- 
tion indicates that money is available for 
a certain purpose. The appropriation, in 
fact, represents an authorization to incur 
expenditures, and it is the usual expecta- 
tion that most, if not all, of the sum avail- 
able be spent within the next fiscal period. 
Since the term “appropriation” is synony- 
mous with a fand of money in one of its 
principal technical meanings, it seems rea- 
sonable to expect laymen to attach the 
same connotation to the term in other 
technical uses. At the same time, Web- 
ster’s definition of a reserve as “funds 
kept on hand to meet demands’ applies 
equally well to an appropriation. In the 
light of these facts, the term “appropria- 
tion” appears to possess the same inherent 
limitations as the term “reserve.” 

In the opinion of the writer, the long- 
run solution to the problem of surplus 
reserve terminology lies in the use of 
descriptive phrases such as ‘Earnings Re- 
tained For .. .,” “Retained Income Cur- 
rently Needed For . . .,” or similar mod- 
ifications. These phrases describe precisely 
the nature and purpose of the corporate 
action and should permit users of finan- 
cial statements to comprehend easily the 
true meaning of the retention of earnings. 
These terms appear to be entirely free of 
conflicting uses and meanings and it seems 
reasonable to expect that they will not be 
construed as a fund of money by laymen. 


OTHER RECENT DEVELOPMENTS 
REGARDING RESERVES 


In addition to the terminology changes 
discussed above, there have been other 
significant developments in the treatment 
of “‘reserves.”’ In Supplemental Statement 
No. 1, issued by the American Accounting 
Association, the following recommenda- 
tions were made:1° 


1. The “reserve section” in corporate bal- 
ance sheets should be eliminated and its 
elements exhibited as deduction-from- 
asset, or liability, or retained income 
amounts. 

2. Appropriations of retained income should 
not be made or displayed in such a man- 
ner as to create misleading inferences. 

a. Appropriations of retained income 
which purport to reflect managerial 
policies relative to earnings retention 
are ineffective, and frequently mis- 
leading, unless all retained income 
which has in fact been committed to 


*McMullen, S. Y., “Clarifying the Balance 
Sheet,” Accounting Review, April 1951, p. 158. 
m Ops Git:, ps. 153. 
™ McMullen, S. Y., “Clarifying the Balance 
Sheet,” Accounting Review, Vol. 26, No. 2, 
July 1951, p. 160. 
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operating capital is earmarked. Par- 
tial appropriation fosters the impli- 
cation that retained earnings not ear- 
marked are available for distribution 
as dividends. 

b. Appropriations of retained income re- 
quired by law or contract preferably 
should be disclosed by footnote. If 
required to be displayed as balance 
sheet amounts, such appropriations 
should be included in the proprietary 
section. 

c. Appropriations of retained income fe- 
flecting anticipated future losses, or 
conjectural past or present losses 
(when it is not established by reason- 
ably objective evidence that any loss 
has been incurred) preferably should 
be disclosed by footnote. If displayed 
as balance sheet amounts, such appro- 
priations should be included in the 
proprietary section. 

d. In any event, whenever appropriations 
ate exhibited in a balance sheet, the 
retained income (excluding amounts 
formally capitalized) should be sum- 
marized in one total. 

3. The determination of periodic earnings is 
not affected by the appropriation of re- 
tained income or the restoration of such 
appropriated amounts to unappropriated 
retained income. 


In recommending the elimination of the 
reserve section in corporate balance sheets 
the Committee on Accounting Concepts 
and Standards concurs in the dictum es- 
tablished in the 1948 Revision of Ac- 
counting Concepts and Standards Under- 
lying Corporate Financial Statements. An 
explicit statement of the American Insti- 
tute of Accountants’ position regarding 
the reserve section has not been included 
in any of its research bulletins, but con- 


tinued reference to a section between li- 
abilities and stockholders’ equity in other 
official publications such as ‘‘Accounting 
Trends and Techniques” carries implicit 
sanction of this practice. 

The heterogeneous nature of the reserve 
section containing asset valuation reduc- 
tions, estimated liabilities, surplus re- 
serves, deferred income, etc., has greatly 
complicated the understanding of corpo- 
rate balance sheets. In an attempt to sat- 
isfy itself as to the soundness of their 
recommendation, and being cognizant of 
the practical difficulties of precisely classi- 
fying the multitude of risks encountered 
by business enterprise, the Committee in 
its research examined a wide variety of 
reserves to see if any defied classification 
except in a reserve section and found that 
all items ultimately could be classified in 
other sections.11 The elimination of the re- 
serve section in corporate balance sheets 
reflects good accounting theory. 

The remaining recommendations of the 
American Accounting Association Com- 
mittee on Concepts and Standards relate 
to appropriations of retained income or 
retained earnings; i.e., surplus reserves. 
In essence, the Committee (a) objects to 
partial earmarking of retained income, 
and (b) prefers disclosure by footnote to 
the incorporation of reserves or appropria- 
tions in the stockholders’ equity section. 

The desirability of disclosing the earn- 
ings retention policy of corporate manage- 
ment is not questioned; rather, the issue 
involves the most suitable method of dis- 
closure. Complete disclosure of managerial 
policy is seldom practical due to the in- 
herent complexities of managerial policy 
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TABLE | 
UNCOLLECTIBLE ACCOUNTS! 
Primary Descriptive Term 1953 1952 1951 1950 1949 1948 
“Allowance” 21 21 20 / 
1 129 88 
Allowance, etc. 200 183 174 \ 66 
“Reserve” 118 126 128 
Reserve, etc. 75 87 98 245 200 = 
Provision, etc. 39 41 40 38 34 29 
Es‘imated, etc. 36 36 34 35 37 32 
Deduction, etc. 4 3 3 3 3 1 
Other ierms 4 3 3 4 5 6 
Total 497 500 5C0 491 488 493 
No “uncollectible account’’ 103 100 100 109 112 107 
400 = 600 600 60060000 
TABLE II 
ACCUMULATED DEPRECIATION? 
Primary Descriptive Term 1953 1952 1951 1950 1949 1948 
A—"Reserve” 10 10 16 / 

Reserve, etc. 189 199 a, = add om 
B—Provision, etc. 16 20 21 7 20 12 
C—Accumulated, etc. 157 137 123 101 70 42 
D—Allowance, etc. 121 122 116 105 92 74 
E—"Depreciation”’ 43 47 47 

Depreciation, etc. 37 39 34 81 m” i 
F—Accrued, etc. 4 4 4 4 6 5 
G—Estimated, etc. 5 4 4 2 2 3 
H—Various other terms 18 18 19 15 10 9 

Total 600 600 600 600 600 600 
1 American Institute of Accountants, Accounting Trends and Techniques, 8th Edition, p. 20, New York, 1954. 
2 Ibid., p. 23. 
e e a e e e . e - e e e es e e e = e e e ry 


itself, outside influences such as Section 
102 of the Internal Revenue Code, and 
the amount of information that can readily 
be included in the stockholders’ equity 
section as now conceived. As an alterna- 
tive to full disclosure, partial earmarking 
of retained earnings is rejected as unsatis- 
factory since it fosters, in the hands of un- 
skilled readers, the implication that un- 
committed portions of retained earnings 
are available for dividends. 

Fear of this implication is shared by the 
Chief Accountant of the Securities and 
Exchange Commission, for he cautions 
that “‘since dividends are contingent upon 
many factors other than unappropriated 
earnings, disclosure of surplus restrictions 
should not be made in such a way so as to 
leave the inference that dividends will be 
declared from surplus in excess of the re- 
strictions noted.’’!2 

Preference for footnote disclosures, re- 
gardless of whether the appropriation of 
retained earnings is required by law or 
contract or is established voluntarily at the 
discretion of corporate management, is at- 
tributed to the flexibility of this technique 
while maintaining some semblance of sim- 
plicity within the stockholders’ equity sec- 
tion. However, approval is also given to 
other forms of disclosure such as paren- 
thetical expressions, the president’s letter 
to shareholders, and similar devices. In 


addition to the apparent advantages of 
footnote presentation, this technique fur- 
thers the understanding of the true signifi- 
cance of retained earnings appropriations, 
for it demonstrates that the same corporate 
objectives can be accomplished with or 
without a reserve account. In a very real 
sense, negative action, i.e., no dividend 
declaration, is as effective in keeping as- 
sets in the business as positive action in the 
form of an appropriation.1% 

If the preceding proposals of the Amer- 
ican Accounting Association are not 
adopted, corollary recommendations are 
evoked. Thus, when appropriation ac- 
counts are used, total retained income 
should be reflected in one total and trans- 
fers to and from appropriation accounts 
should not effect the determination of net 
income. While an appropriation indicates 
that a portion of retained income is un- 
available for dividends, it is generally 
recognized that the appropriation never- 
theless remains a part of retained in- 
come.!* The recommendation to combine 
appropriated and unappropriated retained 
income into a single amount is based pri- 
marily on the fact that most interested 
parties attach special significance to total 
undistributed earnings. Appropriations of 
retained income represent an intra-stock- 
holders’ equity transaction and accord- 
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ingly bear no relationship to the deter- 
mination of net income. 

A similar position is taken by the Amer- 
ican Institute of Accountants in Account- 
ing Research Bulletin No. 43.1° Appro- 

riations of retained income are created 
* charges to retained income and are 
disposed of in whole or in part directly to 
their point of origin. Both corollary rec- 
ommendations deserve sanction. 


ACCEPTANCE OF 
RESERVE RECOMMENDATIONS 
IN PUBLISHED REPORTS 


An indication of the extent to which 
the reserve recommendations have been 
accepted in practice is found in “Account- 
ing Trends and Techniques’ (Eighth Edi- 
tion). A detailed summary of terminology 
changes and other relevant data taken 
from this source are presented in the ap- 
pendix. A review of this data reveals the 
following facts: 


1. The number of companies using the word 
“reserve’’ to describe uncollectible ac- 
counts in published reports has decreased 
from 337 in 1948 to 193 in 1953. The 
word “allowance” has been most fre- 
quently substituted, being used by 221 
companies in 1953 compared with only 
88 in 1948. (Table I) 

2. The number of companies using the 
word “reserve” to describe the expiration 
of the cost of fixed assets in published 
reports has decreased from 396 in 1948 
to 199 in 1953. The terms “allowance” 
and ‘accumulated’ have been most fre- 
quently substituted, the former being 
used by 74 companies in 1948 as com- 
pared to 121 in 1953, and the latter being 
used by 42 companies in 1948, in con- 
trast to 157 in 1953. (Table II) 

3. Reserves not ordinarily appearing as cur- 
rent liabilities or as asset reductions (ex- 
clusive of inventory reserves) together 
with appropriations of retained earnings 
were used by 363 companies in 1950 as 
compared to 325 in 1953. The total 
number of reserves used were 707 in 
1950 and 611 in 1953. Of these reserves 
76% were classified above the stockhold- 
ers’ equity in 1950 in contrast to 74% 
in 1953." The term “reserved” was used 
in 80% of the cases in 1950 as compared 
to 73% in 1953. (Table Ill, p. 476) 


Although other data regarding reserves 
and appropriations not ordinarily appear- 
ing as current liabilities are included in 
the survey, the presentation of the data 
does not permit the evaluation of appro- 


” Accounting Series Release #35, p. 88. 

* Moyer, C. A. & Mautz, R. K., Functional 
Accounting, 2nd Edi'ion, John Wiley & Sons 
Inc., New York, p. 288. 

* American Institute of Accountants, Ac- 
counting Terminology Bulletin No. 1, “Review 
and Resume,” p. 31. 

® American Institute of Accountants, Re- 
statement and Revision of Accounting Research 
Bulletin, p. 31. 

© Classification as a fixed liability and in a 
reserve section are both possible within the 
designation ‘“‘above stockholders’ equity.” The 
survey does not distinguish between these al- 
ternatives. 
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Burroughs Sensimatics can cut your accounting costs 





Would you ever guess that a small re- 
tail store would invest in the same 
type of accounting machine as The 
Rath Packing Company? 

It’s happening. Thousands of small 
businesses have discovered Burroughs 
Sensimatic Accounting Machines—be- 
cause these same machines that work 
wonders in corporate accounting can 
also save money for the Jittle man. 

Dubs Jewelers, for example, of 
Brunswick, Georgia, found they could 
completely mechanize with just one low- 
cost Sensimatic. Instead of using the 


machine for its exceptional speed (as 
Rath does) Dubs uses it as a jack-of- 
all-jobs — because a Sensimatic is 
several machines in one. 

To be so versatile—and still have 
the speed that saves money on big- 
volume jobs—each Sensimatic is built 
with an exclusive, interchangeable 
“‘sensing panel’ that guides each error- 
proof movement. With it, this machine 
is more automatic, and thus faster on 
any job. And, because each panel has a 
four-job capacity, it’s the same as 
having four specialized machines. To 


do still more jobs, or quickly change 
your system, you simply switch panels. 

If your accounting costs are out of 
line, knock them down now. Just look 
for our listing in your phone book. 
Burroughs Corporation, Detroit 32. 


“Burroughs” and “‘Sensimatic’’— Reg. T-M’s 


Wherever There’s 


Business There’s { Burroughs 
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priations of retained earnings as a sepa- 
rate and distinct category. For example, 
the data do not reveal the extent to which 
the decline in the use of the term “re- 
serve’ relates exclusively to appropria- 
tions created out of retained earnings. 

In summary, the survey reveals: 


1. A definite trend toward the elimina- 
tion of the term ‘‘reserve,’’ in connection 
with uncollectible accounts and deprecia- 
tion; 

2. A slight trend toward the elimina- 
tion of the term ‘‘reserve’”’ to describe lia- 
bility and surplus reserves ; 








3. Little or no progress toward the 
elimination of a reserve section, per se; 
and 

4. Inconclusive data with respect to the 
American Accounting Association recom- 
mendations regarding appropriations of 
retained earnings. 


In evaluating these conclusions, it is 
important to recognize that a major ob- 
jective of ‘Accounting Trends and Tech- 
niques” is to disclose the extent to which 
proposals made by the American Institute 
of Accountants are being accepted. At the 
same time the relatively short time period 
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TABLE Ill 
APPROPRIATIONS AND RESERVES! 
Total Companies With: 1953 1952 1951 1950 
Appropriations or reserves 325 332 339 363 
No appropriations or reserves 275 268 261 237 
600° 600_ -§00_ -§00_ 
Balance Sheet Presentation 
With: Related Assets for— 
Property purposes 19 26 22 21 
Tax purposes 5 5 2 2 
Repossession losses 1 1 1 1 
Total 25 32 25 24 
Among: Current Liabilities for— 
Contingency purposes 2 ys 2 2 
Employe benefit purposes 5 5 5 
Guarantee or warranty purposes 11 12 14 13 
Insurance purposes 4 4 4 4 
Property purposes 3 2 2 1 
Tax purposes 15 12 11 8 
Miscellaneous other purposes 6 7 7 8 
Total 46 44 45 4l 
Above: Stockholders’ Equity for— 
Contingency purposes 53 60 77 107 
Employe benefit purposes 86 88 88 90 
Foreign activity purposes 29 31 29 29 
Guarantee or warranty purposes 22 25 27 28 
Insurance purposes 123 126 129 139 
Property purposes 42 52 55 56 
Tax purposes 47 42 36 4l 
Miscellaneous other purposes 50 50 52 51 
Total 452 474 493 541 
Within: Stockholders’ Equity for— 
Contingency purposes 40 46 47 46 
Employe benefit purposes 1 1 1 2 
Foreign activity purposes 12 13 13 12 
Guarantee or warranty purposes 1 4 2 2 
Insurance purposes 7 8 4 8 
Property purposes 16 17 19 19 
Tax purposes 2 2 1 1 
Miscellaneous other purposes 9 10 9 11 
Total 88 99 101 101 
Total appropriations or reserves 11 649 664 707 
Terminology Used: 
“Reserve” 448 492 517 563 
“Provision” 45 48 46 45 
Various other terms 118 109 101 99 
Total 611 649 664 707° 
1 Op. cit., p. 110. 
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since the American Accounting Associa- 
tion pronouncements were published pro- 
vides an inadequate basis for evaluating 
the amount of acceptance that is being 
given to their recommendations. 


CONCLUSION 


The American Institute of Accountants 
and the American Accounting Associa- 
tion have made significant contributions 
for improvement in reserve terminology 
and in accounting for reserves during the 
past six years. Both groups are agreed 
that the term “reserve” should not be 
used to designate asset valuation accounts 
and estimated liabilities. Terms such as 
“estimated uncollectibles,’ ‘‘accumulated 
depreciation,” and “estimated liabilities’’ 
are suggested as alternatives. The Ameri- 
can Accounting Association believes fur- 
ther that the term “reserve” should not be 
used in the stockholders’ equity section. 
The confusion which has evolved from 
the varied and sometimes conflicting ac- 
counting uses of the term and the layman’s 
connotation of a reserve appear to pre- 
clude the desirability of perpetuating the 
use of this term in the balance sheet and 
to support complete elimination of the 
term “‘reserve’’ in accounting. 

Disclosure of appropriations of retained 
earnings through the medium of foot- 
notes, parenthetical expression, or the 
president’s letter to stockholders is pre- 
ferred by the American Accounting Asso- 
ciation, for it is believed that these de- 
vices provide sufficient flexibility to dis- 
close Filly a company’s earnings retention 
policy without implying that unappropri- 
ated earnings are available for dividends. 
If, however, appropriation accounts are 
used, total retained income should be re- 
flected as a single amount and the appro- 
priations should have no effect on the 
determination of net income. 

The recommendation of the American 
Accounting Association to eliminate the 
reserve section and to exhibit its elements 
as asset valuations, estimated liabilities, 
or part of retained earnings adds sub- 
stantially to the clarity and understanding 
of corporate balance sheets. 

Significant trends have already been 
noted, as reflected in ‘‘Accounting Trends 
and Techniques” (Eighth Edition) toward 
acceptance of new terminology for asset 
valuations, but approval or other recom- 
mendations equally deserving of support 
have been slow in gaining momentum. 
The pronouncements of the American In- 
stitute of Accountants and the American 
Accounting Association represent guides 
for practice, and the extent of the influ- 
ence of these and other proposals is di- 
rectly proportional to the amount of ac- 
ceptance afforded the opinions expressed. 
Thus, in the final analysis, recognition of 
these proposals as generally accepted ac- 
counting principles rests on accounting 
practitioners. 
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A NATIONALLY KNOWN 


CORPORATE CONTROLLER DISCUSSES 


Controllership—Key to Efficiency in Government 


Dudley E. Browne 


‘No doubt,” former President Herbert 
Hoover said recently, “the federal budget 
is ‘a romantic document,’ but,’ he added, 
“it weighs five pounds and is set up by the 
printer in such a way that you cannot read 
it in bed.” 


bk TRUTH quickly became apparent to 
the task force of private citizens selected 
by Mr. Hoover to spend many of their 
late evening hours studying this imposing 
1200-page book—plus the accounting 
icies and methods used by 90,000 full- 
time and many other thousands part-time 
government employes, whose efforts go 
into the job of compiling the financial 
facts incorporated in the budget each year. 

You will remember that Congress in 
1953 established the Commission on Or- 
ganization of the Executive Branch in the 
hope of promoting economy, efficiency, 
and improved service. President Eisen- 
hower asked Mr. Hoover to provide lead- 
ership. The big difference between the old 
Hoover Commission set up in 1947 and 
the one he has recently headed is that the 
latter had authority to deal with func- 
tional and Lp questions bearing on 
economy and efficiency. 


ESTABLISHMENT OF TASK FORCES 

Mr. Hoover appointed 19 task forces of 
professional men and business executives, 
most of them with some experience in 
government activities. Each task force had 
research and clerical staffs. 

These task forces created many head- 
lines and much controversy as well as 
sound recommendations. They proposed 
that the Defense Department halt its bak- 
ery, meat cutting, laundry, dry cleaning, 
and similar activities competing with pri- 
vate industry. They found an oversupply 
of hamburger in Navy inventories, urged 
that the military services turn over trans- 
portation of dependents and others to 
private carriers, challenged the scope of 
the Tennessee Valley Authority, criticized 
the Government’s program of loans and 
financial guarantees, and suggested that 
veterans’ life insurance be made self-sus- 
taining. 





TASK FORCE ON BUDGET 
AND ACCOUNTING 

While findings like these attracted the 
newspapers’ black ink and raised cries of 
protest from Congressmen and pressure 
groups, one of the jobs with the greatest 
long-range significance was turned in by 
the task force on the federal budget and 
accounting—not a “romantic’’ subject de- 
spite Mr. Hoover's description. (This is 
not meant to be disparaging of the work 
of the other committees. Nor is it said be- 
cause I had the privilege of serving as a 
member of the budget and accounting 
group.) 

Since effective accounting and budget- 
ing must be based on good organization, 
and since our task force had authority to 
study policy and principles as well as prac- 
tice, I am confident that our investigations 
and recommendations, which affect fed- 
eral purse strings directly, could prove of 
supreme importance to future economy 
and efficiency efforts. 

Four billion dollars worth of impor- 
tance in savings each year, if the estimates 
of our staff experts are correct! Nearly all 
policy decisions of the Government are 
made or reviewed during the process of 
preparing and approving the budget. 
Business and accounting people have long 
complained about government spending. 
Here in the budget process is a fine target 


A review of the Hoover Commission Task 
Force Report on Budget and Accounting 


for those who want to reverse the old 
Mark Twain quip about the weather and 
do something about government spending. 

Like other Hoover Commission recom- 
mendations, ours have — in a 72- 
page handbook designed for easy bedtime 
reading. As Mr. Hoover has pointed out, 
you can buy the whole group of his Com- 
mission’s reports for less than a high-class 
novel. ‘And they are a better sleeping 
pill,” he adds, ‘‘provided they do not raise 
your temperature.” 

Primary purpose of our task force was 
to ascertain the effectiveness of budgetary 
and accounting performance in the execu- 
tive agencies; to appraise their points of 
strength and weakness; to make sugges- 
tions for the further development of what 
is good; and, the elimination of defi- 
ciencies. 

But we members undoubtedly were 
more concerned over Mr. Hoover's com- 
ment that initiative, ingenuity, and inven- 
tion seldom come from government busi- 
ness enterprises. “These qualities,” he 
said, ‘‘are not stimulated by their form of 
accounting and the open doors of the 
United States Treasury.” 

The first meeting of our task force with 
Mr. Hoover was in New York two days be- 
fore Christmas 1953. “Come in with all 
the facts and the truth of the situation,” 
were his instructions. 





DUDLEY E. BROWNE, a member of Controllers Institute, 
is comptroller of the Lockheed Aircraft Corporation, Bur- 
bank, California. He served as a member of the Task Force 
on Budget and Accounting of the Hoover Commission from 
1953-55. In the affairs of Controllers Institute, in addition to 
being president of Los Angeles Control, 1946-47, a past na- 
tional director and regional vice president, 1951-54, he is 
currently a member of the Advisory Council, a trustee of 
Controllership Foundation, Inc., and general chairman for 
the coming 24th Annual National Conference, Los Angeles. 
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It was no trivial task, as “the Chief” 
warned our committee. There are some 
1400 different agencies in the Federal 
Government, spending $63 billion a year. 
Control over these expenditures requires 
hundreds of thousands of accounts. Sal- 
aries of full-time accounting and financial 
people in the Executive Branch total 
$316 million a year, and those of auditing 
staffs another $32 million. 

And the Federal Government has mul- 
tiplied its size 14 times in the past quarter 
of a century. Sheer size of government op- 
erations leads to some defects in organiza- 
tion and methods. Others are due to obso- 
lete legislation. Some have lingered on 
from wartime emergencies. Some result 
from pure politics. And, according to Mr. 
Hoover, “some of these systems are due 
to the primary human emotion of resent- 
ment to being waked up.” 

And some are due to the more than 
1000 pressure groups in Washington— 
significantly, perhaps, one for almost ev- 
ery page in the federal budget. 


SIZING UP THE SITUATION 

From the start, and through our series 
of two-day meetings in New York, Chi- 
cago, and Washington, our task force 
sought an emphasis on positive accounting 
methods. Couldn't the emphasis be shifted 
from control and restriction to improved 
organization and planning? Couldn't the 
budget be made a more useful and un- 
derstandable yardstick of administrative 
achievement and judgment ? 

Couldn’t the federal budget—as James 
L. Peirce, vice president and controller 
of the A. B. Dick Company, has suggested 
for budgeting in general—be based on at- 
titudes of understanding, mutual respect, 
fair play, recognition of accomplishment 
—a process that would ke a source of 
guidance, stability, and strength for both 
Congress and government agencies ? 

Six of the seven members of our com- 
mittee were businessmen from large 
companies— Westinghouse, Interna- 
tional Harvester, United States Rubber, 
Lockheed Aircraft, Thompson Products, 
and Burroughs. It was natural that we 
should launch our survey of govern- 
ment financial procedures with the con- 
viction that they could be made more 
efficient through accounting methods 
proved by business. 

As individuals and as a group we exam- 
ined the validity of this belief. Wasn't 
it true that the Federal Government is 
so huge and monopolistic that there are 
no private institutions large enough for 
a valid comparison? Aren't there many 
government programs—those tied into 
national defense and survival and those 
relating to protectron against or recov- 
ery from disasters and emergencies— 


that cannot be measured by the standard 
of profitability alone, or at all? 

Aren’t there political considerations 
—the Congressman insisting upon his 
pet project, the Congressional Commit- 
tee that wants to step up or penalize 
an activity, and so on—that always will 
prevent true businesslike operations? 
And how about the problem of political 
appointees as heads of departments and 
agencies who are not always versed in 
business accounting terminology and 
methods? 

Our investigation soon demonstrated 
deficiencies and conflicts in present fed- 
eral budgeting and accounting. We be- 
came convinced that the level of govern- 
ment financial practice fell far short of 
meeting any reasonable concept of man- 
agement needs. 





BUDGET AND ACCOUNTING 
TASK FORCE 


(Chairman) 

J. HAROLD STEWART, CPA, Boston, Mas- 
sachusetts, past president of the Ameri- 
can Institute of Accountants and active 
in government contract settlement work 
during World War II. 
Dub ey E. BROWNE, comptroller, Lock- 
heed Aircraft Corporation, Burbank, 
California. 
H. E. HuMpuHREYS, JR., president and 
chairman of the board, United States 
Rubber Company, New York. 
CHRISTIAN E. JARCHOW, executive vice 
president, International Harvester Com- 
pany, Chicago, Ill. 
GwitymM ALEXANDER PRICE, president, 
Westinghouse Electric Corporation, Pitts- 
burgh, Pennsylvania. 
KENNETH C. TIFFANY, vice president, 
Burroughs Corporation, Detroit, Mich- 
igan. 
JouN Davip WRIGHT, president, Thomp- 
son Products, Inc., Cleveland, Ohio. 

Consultants to the Task Force: 


Eric CAMMAN, WILLIAM J. EDMONDS, 
ARTHUR SMITHIES 





PROPOSALS 

To restore efficiency would mean ei- 
ther starting from scratch with new doc- 
trines and plans to cut out a completely 
new pattern tailored to fit the unique 
federal form. Or it would mean using 
knowledge and systems known to be 
working well in private business today 
and making the necessary changes and 
improvements to adapt it to the Gov- 
ernment. 

We knew that the dynamic account- 
ing systems of private business have not 
been found impractical solely because 
of the size of an enterprise. They work 
well for very large but decentralized or- 
ganizations like General Motors, Amer- 
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ican Telephone, and U. S. Steel. And 
surely competition is strong enough in 
all large manufacturing industries today 
to force efficiency. 

Business-type accounting also works 
well for many large cities, states, and 
corporation-type federal agencies. There 
is no reason to assume that it could not 
survive application to the larger but also 
decentralized operations of federal gov- 
ernment. 

We also considered the relationship 
between the Federal Government and 
the large private contractors with whom 
it must have an efficient and coopera- 
tive working relationship to build and 
strengthen the national arsenal. A 
greater uniformity of accounting prac- 
tices would help, not only in day-to-day 
financial transactions but also in the 
over-all problem of communications be- 
tween industry and government. Cou- 
pled with simplification and other im- 
provements, such uniformity also could 
help in communication between execu- 
tive agencies and Congress, and between 
political heads of agencies and their pro- 
fessional staffs. 

Use of business accounting practices 
generally draws upon knowledge and 
terminology familiar to many people. I’m 


thinking of those who studied a bit of . 


bookkeeping or economics in school ; those 
who own a few shares of stock and receive 
annual reports; employes of business and 
industrial firms; those who have tried out 
home budgeting; and the millions who 
own and operate small businesses, farms, 
and other enterprises. To them the lan- 
guage of business accounting is not com- 
pletely strange, although precise defini- 
tions might be difficult. 

While it may be true that certain gov- 
ernment activities must be judged against 
standards other than strictly that of profit 
—things such as effectiveness of weapons, 
effect on our national economy, mainte- 
mance of reserve capacity, stockpiles of 
strategic materials, and others—we cannot 
throw away completely all concepts of 
cost. After all, there are efficient and in- 
efficient ways of carrying on such work. 

Our sessions were remarkably free of 
disagreements, although committee and 
staff people and our consultants offered 
scores of ideas and suggestions that we 
discussed fully. The one that took up more 
committee time than any other—although 
not because of dissent over its worth— 
was a recommendation that I regard as 
more important than any other among 
the 31 the task force made. 


Staff Office of Accounting 

This was our proposal that a new Staff 
Office of Accounting be established in the 
Bureau of the Budget, headed by an As- 
sistant Director for Accounting. He would 
carry out the responsibility the Bureau has 
long had—but failed to give sufficient 
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recognition to—for improving and mod- 
ernizing accounting and auditing methods 
in executive agencies in line with broad 
policies and standards set by the Comp- 
troller General. 

The 1947 Hoover task force on gov- 
ernment accounting had recommended 
that such a staff of qualified accountants 
be created to develop adequate financial 
systems and procedures in the executive 
agencies. This task force urged that the 
staff accountants be located in the Treas- 
ury Department. The 1947 Hoover Com- 
mission modified the task force recom- 
mendation, and asked for the establish- 
ment of an Accountant General, under 
the Secretary of the Treasury. 

This year there was no question in the 
minds of our task force of the need for 
this accounting staff office. This time no 
one wanted to put it in the Treasury. We 
discussed creating a separate agency. But 
three agencies already have responsibility 
for accounting systems—the General Ac- 
counting Office, Treasury, and Bureau of 
the Budget. The Bureau seemed to us to 
be the most logical and most easily 
equipped to devote more attention to ac- 
counting improvements. The Hoover 
Commission has endorsed our recommen- 
dation. 

The great drive for improved financial 
operating policies must come from within 
the Executive Branch. Such a new office 
as we have outlined could provide the 
focal point for this drive. In fact, if the 
office had been in existence for the past 
few years, staffed by qualified account- 
ants, we feel that with their leadership a 
substantial portion of the weaknesses our 
task force uncovered undoubtedly would 
have been corrected earlier. Immediate es- 
tablishment of the new office, we believe, 
will be a great step forward toward ma- 
jor budget and accounting improvements 
in Washington. 

Closely allied to this proposal of ours 
are three others—that the Bureau expand 
and make more effective the discharge of 
its managerial and budgeting functions, 
that comptrollers be appointed in the prin- 
cipal executive departments, and that more 
attention be paid to the professional train- 
ing, experience, and competence of all 
financial personnel. 


Effective Reporting 

One problem we found very difficult 
was how to report the utilization of appro- 
priations so that figures would mean 
more to Congress, the agencies themselves, 
the President and his staff, and the public. 

The present cumbersome and overde- 
tailed system of executive allocations, al- 
lotments, and suballotments does not pro- 
vide the financial information needed to 
measure the efficiency and economy with 
which agencies are spending their funds. 
It places emphasis on the ability to live 
within allotments, rather than perform- 
ance in terms of cost. It encourages agen- 





HOLDER OF THE BAG 


The word “budget” is derived from the old French 
“bouge” meaning coffer or trunk. The diminutive, ‘‘bou- 
gette,”’ used to describe a wallet or bag, probably became 
associated with records of expenditures and plans for the fu- 
ture because of the early custom of calling the custodian of 
group funds the “Holder of the Bag.” 

The City of London, England, used the term ‘‘budget”’ in 
connection with public expenditures as far back as 1752. The 
word ‘‘budget’’ did not become familiar to us here until the 
Harding administration. President Harding instituted the 
office of the Director of the Budget during the first year of 


his administration. 





cies to spend all their allotted funds to 
demonstrate a need for succeeding allot- 
ment and budgetary requests—during 
June 1955, for example, the Defense De- 
partment committed for spending $1 bil- 
lion of unspent foreign aid funds; it ob- 
ligated $575 million in the final 24 hours 
of the fiscal year. 

Our committee wanted to deal with 
this “June spending” problem in which 
agencies make sure they commit or ob- 
ligate all funds they have authorized. We 
heard and talked over many ideas, ready 
to grasp at any straw. None would stand 
up solidly against flaws our group found. 

Our final recommendation—in line with 
business practice—will help control this 
problem. We proposed that government 
accounts be kept on the accrual basis to 
show currently, completely, and clearly 
all resources and liabilities, and the cost 
of operations. In addition, we recom- 
mended that agency budgeting and finan- 
cial reporting be developed from this ac- 
crual accounting. 





Accrued Expenditure Bud get 

An accrued expenditure budget, in our 
definition, is one expressed in terms of the 
charges for goods and services estimated 
to be received by an agency during the 
period of a year. 

You will note that our task force put a 
new connotation on the word ‘‘expendi- 
ture” in this government connection. We 
did not regard it in the popular sense of 
a disbursement or outlay of money. Nor 
did we look upon it in the usual account- 
ing sense of incurring a liability. 

We mean expenditure as a true liability 
involving physical receipt of something. 
“Accrued expenditures” represent charges 
incurred for goods and services received 
and other assets acquired, whether or not 
payment has keen made or invoices re- 
ceived. They are not synonymous with 
cash disbursements. 





If adopted, this change and some re- 
lated recommended practices will help 
Congress and the public know and control 
the real cost of each government under- 
taking. They will permit a true evaluation 
of performance through comparisons of 
actual costs with budget estimates. They 
will permit comparisons of many govern- 
ment activities with comparable private 
enterprises. At present it is not possible 
to make valid comparisons. Nor is there 
any effective control over disbursements, 
either by Congress or by the Executive 
Branch. 

We found a number of other reasons 
for this lack of control of the federal 
purse strings: 

1. No Congressional group really re- 
views the annual budget as a whole. The 
appropriations job is divided among a 
score of Senate and House subcommittees. 
These groups hold hearings and make rec- 
ommendations that for the most part are 
accepted by the appropriations committees 
without effective review or debate. 

Meantime the revenue committees are 
carrying on their work independently. At 
no time is there an attempt to place a 
ceiling on spending nor a real Congres- 
sional review of problems concerned with 
the total of the budget and its relationship 
to revenues or the impact on the national 
economy. 

The budget is a means, not an end, a 
statement of the National Planning As- 
sociation pointed out recently: “It is a 
means for aiding in the formulation and 
execution of those government programs 
for national security and well-being which 
the country needs and can afford. Expen- 
diture, revenue, and debt policies should 
ke so interrelated that they promote na- 
tional economic growth and help in coun- 
teracting inflation or deflation.” 

2. Appropriations are enacted in terms 
of obligaticnal authority to carry out ap- 
proved programs. Such authority for long 
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leadtime items like warships, atomic 
weapons, and aircraft is exercised over 
several years. Disbursements on such items 
are usually not made in the same fiscal 
year as the funds are appropriated. 

This allows huge unexpended balances 
to accumulate. On July 1, 1953, some 
$81 billion worth of unfinanced authoriza- 
tions existed as a claim against future in- 
come or borrowing. In the 1956 budget 
$24.5 billion out of $62.4 billion to be 
paid out arises from prior-year commit- 
ments. 

And “obligations incurred” by govern- 
ment agencies is a flexible concept subject 
to widely different interpretations. Agen- 
cies tend to state obligations at the highest 
possible figure to strengthen their budget 
requests for the following year. The 
Comptroller General estimated an over- 
statement of 35 per cent, or $8.2 billion, 
in the Air Force and Navy unliquidated 
obligation balance on June 30, 1953. 

3. Through its annual appropriations 
of obligational authority, Congress con- 
trols the total level of disbursements over 
a period of years. But it has no direct or 
effective control that can make it sure that 
the Government will end any single year 
with a surplus or deficit. 

If our recommendations for an annual 
accrued expenditure budget are followed, 
agencies would submit estimates for long 
leadtime items showing total funds 


needed for completion and projected in 
terms. of years. Congress would enact an 
annual appropriation in terms of the es- 
timated accrued expenditures each year. 


It would give the agencies authority for 
the dollar amounts required for orderly 
forward contracting. 

But the Executive Branch and Congress 
each year would review the program from 
the standpoint of costs and accomplish- 
ment—both completed and projected. It 
could order a slowdown or speedup in fu- 
ture work as deemed in the national in- 
terest at the end of each fiscal year. 

There are many open-end programs 
that limit the exercise of Congressional 
discretion over amounts to be appropri- 
ated. Generally this type of legislation 
either commits the Government to speci- 
fied expenditures or sets up formulas or 
rates of compensation that automatically 
determine the amounts of the appropria- 
tions required. 

Such legislation includes veterans’ bene- 
fits where the rates are set and expendi- 
tures vary with the number qualifying, 
grants to states for public assistance, agri- 
cultural price supports, federal highway 
aid, and similar items—which account for 
about one fourth the total budget. Con- 
gress should keep such programs under 
continual review and where possible enact 
them only for limited terms. 

5. The use of working capital or re- 
volving funds by certain agencies is a seg- 
ment of government spending that now 
escapes effective control. We urge Con- 
gress to review creation or continuation 
of such funds to be sure they contribute 
to effective management. Revolving fund 
expenditures make up 8 per cent of the 

















HOOVER REPORT PROPOSALS HIGH ON AGENDA 
FOR 1956 


Recommendations of the Hoover Commission for im- 
proving the efficiency of the Federal Government will be 
high on the agenda of Congress for consideration in the 
1956 session, according to a recent compilation by the Bu- 
reau of National Affairs, Washington, D. C. Some 185 bills 
had been introduced by August 1 to implement the Hoover 


Commission recommendations. 


The Citizens Committee for the Hoover Report says that 
these bills would accomplish over 100 of the Commission’s 
recommendations, or approximately two thirds of the recom- 
mendations which call for legislation. The measures cover a 
score of items, ranging from a new name for the Housing 
and Home Finance Agency to incorporation of the Alaska 


Railway. 


Of the 273 recommendations of the first Hoover Com- 
mission (1947 to 1949) some 196, or about 72 per cent, 
were accomplished in whole or in part. There were 99 legis- 
lative enactments, 58 of which were public laws and 41 
presidential reorganization plans. 
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Defense Department's total gross expendi- 
tures. 


Training and Competence 

In a sense many of the Government's 
problems in accounting are similar to 
those that private industry has met and 
solved during the past few decades. The 
problems are less a matter of techniques 
than competence of the men and women 
handling them. 

Right here I'd like to mention the dis- 
sent raised to our task force report by 
Congressman Chet Holifield, a member of 
the Hoover Commission. Mr. Holifield be- 
lieved the report tended to exalt the role 
of the accountant in government by vest- 
ing the Bureau of the Budget with active 
management functions and giving special 
emphasis to accounting organizations. He 
questioned whether the changes would 
bring about improvements in management 
and greater economies. 

I am sure our task force believes that 
expansion of the managerial role of the 
Bureau of the Budget and appointment of 
experienced professional accountants can 
lead to many improvements in govern- 
ment administration. With control over 
the financial sinews, they can provide the 
energy to tone up the muscles of govern- 
ment. Accounting certainly is more than 
just tabulating expenditures. It provides 
the controls and incentives basic to effec- 
tive management. 

The concern of the accountant in man- 
agement control is to enable adminis- 
trators to insure efficiency and prevent 
waste—not to build an empire for him- 
self. The accountant is not the master. His 
only value is the usefulness of the service 
he can provide the Executive Branch and 
Congress. His work tends to tie together 
all lines of government, and he is in a 
position to make recommendations based 
upon comparisons of performance of the 
different agencies. Changes in adminis- 
trative control, however, must come from 
skilled line managers and have their com- 
plete support. 

Another question, raised by Hoover 
Commission member James A. Farley, a 
man with considerable government and 
political experience, was whether a change 
in accounting methods—involving tre- 
mendous expense and inconvenience— 
would be universally workable and worth- 
while. 

Several of our task force members had 
similar concern. If a political appointee at 
the head of an agency is inexperienced in 
managerial and fiscal practices, aren’t re- 
ports going to have to be tailormade to fit 
his degree of skill? And isn’t the vast ex- 
perience of certain Senators and Congress- 
men, especially veteran members of fi- 
nance and appropriations committees like 
Senators Harry F. Byrd or Walter F. 
George and Representatives Clarence Can- 
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non or John Taber, likely to be affected 
by changes in the form of budgeting and 
accounting ? 

We came to the conclusion that many 
reports as now presented were so con- 
fused and misleading—not only to the 
public, but to experts in Congress and the 
Executive Branch—as to be almost worth- 
less. Until early last year, for instance, the 
Daily Treasury Statement supposedly re- 
lating to the Government's cash position 
was a mixture of checks issued, checks 
paid, and accrued expenditures. The to- 
tals, like adding oranges and apples and 
apricots, were meaningless from a budget 
standpoint. - 

The budget document itself does not 
have the kind of information a Congress- 
man needs to make comparisons and judg- 
ments of the value of a government ac- 
tivity. Its hundreds of pages are filled with 
list after list of items the Government 
wants to buy. There is little attempt to 
summarize significant government pro- 
grams and how much each costs during a 
year period. 

Defense Department procurement esti- 
mates deal specifically with items costing 
as little as $1,000. How easy for Con- 
gressional committees to be distracted 
from proper consideration of the few 
hundred items that account for 75 per 
cent of the multibillion dollar hard goods 
budget! 

Take the Air Force estimate of $6.1 
billion for ‘‘aircraft and related procure- 
ment” in the 1956 budget. Here is a pro- 
gram that will take a tenth of all the gov- 
ernment spending outlined in the budget. 
Yet only 200 words of generalized de- 
scription support this huge amount. No- 
where in the 200 words can a Congress- 
man get an estimate of his country’s total 
air power; how much is devoted to 
defensive, offensive, and logistical air 
strength; or how much of a buildup is 
planned in each class. To find such” an- 
swers, he must read voluminous testimony 
before Congressional subcommittees. 


Much more action is needed to revise 
central fiscal reports to show operations, 
assets, and liabilities, including contingent 
liabilities. The Bureau of the Budget 
should have this responsibility. Much ef- 
fort must ke devoted to summarizing im- 
portant parts of reports and highlighting 
their significance. Much remains to be 
done to reduce the time lag in budget 
preparation and approval—a time lag 
that in itself is responsible for errors and 
misjudgment. 

Government is big. During 1955 it is 
buying a sixth of all goods and services 
produced in this country. For full com- 
prehension by legislators and the public 
of the worth of the services it furnishes, 
information must be summarized, simpli- 
fied, kept uniform and consistent. It must 
allow Congressmen to judge the worth of 
each activity in relation to the value and 
costs of other government programs. 

Congress itself must take the blame for 
much of the complexity and burdensome 
detail of government financial reports. 
For years it has wanted to control the 
work of executive agencies item by item 
and has jealously distrusted efforts to do 
away with operational detail. Real prog- 
ress in restoring its effective control over 
federal spending depends very largely 
upon a new Congressional attitude. 

Frequently private citizens who enter 
government find their greatest problem is 
protecting themselves against criticism and 
political attacks. We Americans seem to 
have developed a lack of trust of those 
who work for the Government. We sub- 
ject government administrators to as many 
controls and restrictions as if we were 
trying to protect ourselves against a group 
of former inmates hired from Sing Sing 
or San Quentin. 

The government man who stays in of- 
fice may find that his success in doing so 
depends more upon his ability to defend 
himself against his critics than upon the 
efficiency of his performance. ‘The chief 
lesson I have learned after a long fight,” 


A SPECIAL RESPONSIBILITY 


Controllers and accountants bear a special responsibility 
for accomplishing the reforms suggested for they are the 
ones who have worked out efficient accounting procedures 
in their own business enterprises. They are the ones who can 
appreciate the need for comparable procedures in govern- 


ment. 


Their recommendations will help demonstrate superior 
performance by executive agencies and provide incentive 
for greater efficiency. Best of all, they can help turn the 
budget into a positive rather than negative influence. 


—-DuDLEY E. BROWNE 
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said Henry L. Stimson, the statesman who 
worked in both Republican and Demo- 
cratic administrations, “is that the only 
way to make a man trustworthy is to trust 
him.” 

In addition, the government accounting 
system and performance can be raised im- 
measurably by improving the competence 
of personnel. Size and complexity of gov- 
ernment operations require people of the 
highest caliber. The objective should be 
fewer people but of greater ability and 
capacity. 


ENDORSEMENT 

The Hoover Commission endorsed 25 
out of the 31 recommendations of our 
task force, making some revisions to 
strengthen the language here and there. 
It favorably commented upon the remain- 
ing six, although it did not pass them 
along to Congress as formal recommenda- 
tions. 

How are the recommendations to be 
carried out? And what are the prospects 
for favorable action ? 

Some 70 per cent of the recommenda- 
tions made by the 1947 Hoover Com- 
mission have been adopted and have 
brought about more efficient and economi- 
cal government practices. Mr. Hoover is 
confident that “the pressure of American 
common sense’’ will lead to adoption of 
70 per cent of the 1955 Commission’s pro- 
posals. 

Our recommendations can be a stride 
toward a better budget and a balanced 
budget. We believe that all but nine or 
ten of our 31 task force recommendations 
can be carried out without legislation Or 
other Congressional action. They can be a 
real test of the intentions of those who 
now give lip service to the goal of a bal- 
anced budget. 

Better than half of our recommenda- 
tions can be carried out solely by action 
within the agencies, within the Bureau of 
the Budget, or by the White House. From 
the cooperation and interest in our work 
displayed by representatives of these agen- 
cies, we feel sure that our proposals will 
receive serious and generally favorable 
consideration. 

While the subject matter of our work 
did not receive voluminous comment in 
the press of the nation, the editorial re- 
action has been unanimously favorable. 
Accounting groups who have studied the 
proposals have expressed general support. 

Much work still remains to be done to 
accomplish the reforms suggested. And 
differences in opinion whether legislation 
or executive action may be needed, as the 
National Planning Association empha- 
sizes, should not be allowed to delay a 
thorough revision of budgetary concepts 
and methods that is necessary for vital 
decisions affecting national security and 
economic health. 
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Our hypothetical product ranked very good on two counts, good 
on two, fair on one and poor on two. 

At this stage, we would have drawn a complete profile on the 
probable market position of the product, including its six stabil- 
ity factors, its five growth factors and its seven marketability fac- 
tors, and we would have decided that it rated a little bit better 
than fair on the average, noting that it had two very good points 
in its favor, and that it had five poor points against it. We prob- 
ably would have concluded that the product would have a hard 
time competing with other new product ideas which, though 
not much better on the average, did not have those five ratings 
in the poor column. 

In the space at our disposal, I must skip the details of our 
other profile studies that we make on each new product idea, but 
I should mention that they include profiling the new product’s 
suitability for our manufacturing program and profiling how it 
fits into, or desirably augments, our research program. 

We also plot a profile of financial factors. These are depicted 
in Table IV. 

Finally, we profile the new product idea on a series of what 
might be called position factors. These are listed in Table V. 

If the new product idea has succeeded in clearing all these 
analytical hurdles, we are then ready to roll up our sleeves and 
make a more detailed analysis, after which if the new product 
is to be recommended to top management, we accompany our 
recommendation with what we call a Project Evaluation. This 
usually is based on careful market research and on preliminary 
technical research and includes a reasonably thorough estimate of 
the manufacturing cost and the projected profit-and-loss state- 
ment. 

So much for the steps by which we analyze the soundness of 
new product ideas. Let’s show where the comptroller can help 
the marketer in these studies. 

Let me first clear away one item on which our treasurer and 
comptroller aided in establishing a clear demarcation in our re- 
search costs. We have found it helpful to segregate the expense 
of exploratory research from the expense of sustaining research. 
Let me explain this choice of terms. 

Sustaining research on existing product lines normally consti- 
tutes the bulk of the company’s total research and development 


TABLE IV 
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1. Return on investment 
a. Fixed capital 
b. Fixed and working capital 
c. Fixed and working and 

initial R&D cost 

2. Investment required relative 
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3. Investment required per dollar 
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expenditure, nevertheless it is limited to the research and devel- 
opment needed to support the present and future health of the 
existing product lines. It includes research to service the manu- 
facture of each product line, research to service the sales of the 
product line, research to compare the product with a competi- 
tor’s product, research on cost reduction and quality betterment 
and research on modifications of the product line for new uses 
or for changing uses within the same market. 

Now, having defined sustaining research, it is easy to explain 
that exploratory research is anything else! In other words, any 
research and development which is not aimed at supporting the 
present and future health of an existing product line belongs in 
the exploratory research category. 

Not only is it necessary to segregate expenditures for these 
two types of research, but a sound financial program demands 
that each type be separately, carefully budgeted. Preparation of 
sustaining research budgets should be based on the collective 
judgment of management people representing research, manu- 
facturing and sales. Budgets for exploratory research, on the 
other hand, must be set by top management with an eye to what 
the company can currently afford and to where it wants to be 
growthwise x years from now. 

This brings us to the major point concerning new products 
and how the comptroller can help: The w/timate measure of at- 
tractiveness of a new product is the return on investment which 
can be expected from it. 

To give uniform evaluation to new product ideas, as well as to 
provide sound, recurrent, re-evaluation of existing product lines, 
we have established some principles and definitions. 

Our definition of investment includes working capital and 
fixed investment. 

Working capital consists of accounts receivable and inven- 
tories. We do not deduct accounts payable, because in our busi- 
ness the amount per plant would have to be estimated on an 
arbitrary basis an because the cash on hand is practically an 
exact offset. Inventories include, of course, raw materials, semi- 
finished goods, and finished goods, evaluated at their standard 
direct cost. 

Fixed investment includes land, buildings and equipment 
(normally before depreciation). Occasionally a project arises 
contemplating converting existing unused equipment to new 
products. This calls for including only the current realizable 
value rather than the new value of the equipment involved. It 
would be a mistake to use the original book value of such equip- 
ment blindly, or even its depreciated book value. The true value 
of the equipment is determined by its alternate usefulness other 
than for the project under consideration. For example, if the 
equipment is otherwise useful only for junking, then it should 
be evaluated into the new project at its junk value. On the other 
hand, if the equipment is being alternately considered for use 
on another project, it should be taken in at its value for said 
project. You can call this “opportunity value” of the equipment 
as opposed to its “book value.” 

In calculating percentage return on total investment, we nor- 
mally use the operating margin as the ‘‘return.” This figure, of 
course, is the net earnings before deduction for income tax and 
interest expenses. However, it is wise also to estimate the return 
after taxes. One of the good reasons for this is that it gives a truer 
measure of the comparative attractiveness of two propositions, 
one of which can take heavy advantage of accelerated deprecia- 
tion rates for tax purposes, while the other cannot. 

As a third way of appraising an investment project besides 
the percentage returns before and after taxes, I believe in esti- 
mating cash flow—that is, operating margin after taxes but with 
the depreciation write-offs added back in—and relating that 
cash flow to the time required for the original outlay in the 
project to be returned. This is an aid to long-range financial 
planning, because it indicates the future availability of cash for 
dividends, for modernization, for debt retirement, for exploratory 
research, and for reinvestment in other projects both as fixed 
capital and as new working capital. 
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In this particular case, we include in the original outlay what 
we call the “grub stake.”’ This is one-half of the cost of product 
development, start-up expense, and market development. We fig- 
ure that the other half is paid by the Government under present 
corporate income tax conditions. Obviously this reasoning can 
safely be used only by a going concern operating under a profit; 
it would not be applicable to a new concern starting out with a 
new product, since there might be no taxable earnings realized 
soon enough for Uncle Sam to in effect pay half of the new de- 
velopment expenses. 

Needless to say, whatever method is used in estimating return 
on investment, the estimates should be projected well into the 
future and should show each year separately. A new project, 
starting from scratch, never hits peak earnings right away and 
then stays at that level. The normal pattern for earnings is for 
several years of climb to the peak, perhaps even starting with 
a year or so of losses, then maintenance of a plateau for some 
time, then possibly a period of decline due to intensified com- 
petition, and finally a discontinuance of the product line and 
liquidation of the equipment so as to shift capital into a newer 
and more profitable activity. It takes intestinal fortitude and al- 


most a sixth sense as to future developments to make such long- 
range estimates, but sponsors of new products ought to be dis- 
ciplined to do this to the best of their ability. It is at least the 
start of a better way of estimating return of the original invest- 
ment and return ov that investment, hence a better contribution 
to financial planning, than the simpler method of neglecting to 
consider the probable economic life of a project and the time 
shape of its cash flow pattern during that life span. 

With regard to control of capital and expense appropriations, 
every company nowadays has learned the value of controlling 
Over-runs on appropriations for plant and equipment. There is 
a further control, however, which has not yet been so widely 
adopted, but which we are beginning to use because we expect 
good results from it. We call it a “make-good” report. It is a pro- 
cedure for periodically reviewing the return on investment actu- 
ally realized on each project. We believe this to be a necessity in 
order to accomplish three things: to preserve the integrity of esti- 
mates, to provide an experience base for improving such esti- 
mates in the future, and to help measure the soundness of busi- 
ness judgment of our various executives who sponsor projects. 
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ship Foundation publication. 


$2.00 


($1.50 to members of Controllers Institute of America) 


Paper bound 


14, Be. Fs 
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Government Contracts 

ODM has called upon government procurement agencies 
to channel contracts wherever possible to disaster areas as a 
means of maintaining a mobilization base, including man- 
power resources, in the affected areas. The agencies are also 
asked to encourage prime ccntractors producing defense 
items to award subcontracts to firms in those areas. This ac- 
tion has been taken as a means of meeting, in part, the threat 
to the mobilization base arising from the disaster floods in 
certain industrial areas. The order provides that the proce- 
dure calling for preferential consideration shall remain in 
effect only for such period of time as the areas in question 
are classified as disaster areas by the President. 


Interest on Income Tax 

A proposed Treasury decision contains the rules appli- 
cable under chapter 67 of the 1954 Code relating to interest 
on underpayment, overpayment, nonpayment, and extension 
of time for payment of tax. 


Pension Plans 

For a short taxable year, resulting from the change in his 
accounting period, an employer will be allowed a deduction 
for a pro rata part of the annual contribution necessary to 
meet the current costs for qualified employe’s pension plans. 


Income Tax 

Guides for determining whether agreements for the pay- 
ment and use of machine tools and other industrial equip- 
ment are leases or contracts are presented by IRS in the fol- 
lowing Rev. Rules: 55-540, 55-541, and 55-542. 


Inventory Control in Air Force 

A lack of inventory accountability in the Air Force has re- 
sulted in an unresolved discrepancy of over $100 million 
between procurement totals and accounting supply records. 
Accordingly, beginning August 31, 1955, inventories of se- 
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lected types of equipment installed in aircraft will be taken. 
Semiannual physical inventories will be taken in January and 
July of each year. The inventories will be forwarded to the 
headquarters of the major air command where controlling 
punch card deck will be maintained. Major air commands 
will prepare and submit duplicate sets of punch cards to a 
higher level for use in establishing a world-wide consoli- 
dated deck. 


Income Tax 

Under the terms of Rev. Rule 55-499, the consolidated 
net operating loss carryback of an affiliated group must be 
adjusted for the excess of percentage depletion over cost 
depletion allowed on a consolidated return for a prior year 
with respect to a subsidiary which was not an affiliate in the 
year of loss. 


Midyear Budget Review 

The anticipated deficit for the fiscal year 1956, originally 
estimated at $2.4 billion, has been reduced in the midyear 
review to $1.7 billion, the lowest deficit estimate in five 
fiscal years. A reduction of less than 3% in expenditures 
as presently estimated would balance the budget. 


Renegotiation Act 

The Renegotiation Act of 1951 has been extended for two 
years to December 31, 1956. Important changes include the 
one relating to standard commercial articles and the Vinson- 
Trammell Act. 


Government Expansion Goals 

A recent DMO has suspended the issuance of Certificates 
of Necessity for a wide variety of materials, equipment, and 
facilities. At the same time, 19 expansion goals have been 
closed, bringing to 167 the number of goals closed since 
December 3, 1953. A total of 225 goals had been established. 


“Bob-tail” Tax Bill 

The House Ways and Means Committee has put off action 
on a catch-all tax bill until the next session. Some 20 pro- 
posals, dealing with voluntary pensions, repeal of transporta- 
tion tax on coal, etc., are in the bob-tail bill. Many members 
feel that this bill will have a tough battle next year. 


More Spending 

According to the Hoover Commission’s Task Force on 
Transportation, it cost almost $74 million in fiscal 1954 to 
package and move household effects of Armed Services per- 
sonnel which involved 853,000 tons moved overseas. 


Audit Speed-up in Government 

In order to utilize available audit time on more productive 
phases of the audit program, the Auditor General is author- 
izing the waiver of field audits for small cost reimbursement 
and time and material contracts ($1000 or less), where it 
appears that such action will not compromise the Govern- 
ment’s interest. —BEN JAMIN R. MAKELA 
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New $550,000 Municipal Building, El Monte, Calif., will soon be ready for occupancy 


Building cost cut $42,380 
by Recordak Microfilming 


More than 6,500 sq. ft. of additional floor space would have 
been required in El Monte’s new Municipal Building if all 
records were kept in original paper form. 

But the taxpayers were spared this expense by microfilm- 
ing tons of deeds, court minutes, ordinances, etc. Now, 
these can be filed at the finger tips—any item found in a 
minute or two, and viewed in a Recordak Film Reader. 

Furthermore, protection has been greatly increased. Re- 
cordak Microfilms can’t be altered without detection; and 
duplicate films are stored in a remote bombproof vault. 

All in all, something to remember if you’re planning to 
build or rent. Or if you’d like to convert up to 99% of your 
present filing space into working space. 





**Recordak” 
is a trade-mark 


RECORDAK CORPORATION. (Subsidiary of Eastman. Kodak. Company) 
444 Madison Avenue, New York 22, N.Y. 
Gentlemen: Please send free copy of “Short Cuts That Save Millions.” / 


FREE... Valuable New Booklet 
*Short Cuts That Save Millions” shows typical examples of 
how over 100 different types of business . . . thousands of concerns 
...cut record-keeping costs with Recordak Microfilming. 

Every accountant... every systems man will find this profit- 
able reading; will see how many of the short cuts will pay off 
handsomely in his own business. Mail coupon for your free 
copy today. Recordak Corporation (Subsidiary of Eastman 
Kodak Company) , 444 Madison Ave., New York 22, N. Y. 


S=RECORDPK 


(Subsidiary of Eastman Kodak Company) 


originator of modern microfilming 
—and its application to accounting routines 
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Name Position 
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New Recordak Reliant does the job of 3 micro- 
filmers. Saves film . . . is easier to operate Street City State 
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Business Support of Higher Education 


A digest of “More Money for Our Colleges .. . and Where It’s Coming From” 


by John W. Hill and Albert L. Ayars in the Saturday Review* 


F THE PAST is any index, something like 

one out of every three freshmen who 
matriculates at an independent college 
this fall may need financial help from that 
college. But that same independent col- 
lege in all probability is desperately in 
need of financial help itself. 

Our private American colleges and uni- 
versities are up against a serious and con- 
tinuing financial crisis. What with more 
or less fixed endowments, inflation, and 
the scarcity of wealthy donors, they are 
hard pressed for funds. 

Where are they to turn in this sit- 
uation? U.S. Steel’s Benjamin Fairless 
summed up a possible answer in a recent 
speech: “Their only remaining recourse 
is to business institutions. In short, it ap- 
pears their survival will depend in large 
measure upon whether American corpo- 
rate enterprise is ready, willing, and able 
to come to the financial rescue of our 
American system of private education.” 

This challenge to businessmen repre- 


sents as noble an opportunity for public 
service as is likely to fall to their lot in 
this century or the next, and businessmen 
are responding. About half the nation’s 
largest manufacturers are aiding institu- 
tions—their total contribution, estimated 
at $70 million in 1953 is expected to reach 
a new high this year. 

While such support is most welcome, it 
does pose problems which may stem from 
too heavy dependence on corporate sup- 
port, just as there are problems in too 
heavy dependence on federal aid. Basically 
there is the spectre that large corporate 
contributors may want to throw their 
weight around in the academic and cur- 
ricular area. 

Evidence from corporate aid programs 
to date seems to indicate that industry 
does not wish to restrict or impair aca- 
demic freedom. A listing of major cor- 
porate donors shows that the word “un- 
restricted” characterizes many of the 
principal gifts, letting the institutions 
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administer the funds as they see fit. 
Actually, unrestricted funds are an ex- 
pression of industry's respect for academic 
freedom. Such funds permit the schools to 
funnel support to liberal arts departments 
which often lose out on specific gifts be- 
cause industry—with its long-range per- 
sonnel needs—has tended to favor the 
technical and scientific departments. 


MOTIVATION OF BUSINESS SUPPORT 

Why has business responded as it has 
to the need of colleges and universities 
and what has been the motivation power- 
ful enough to evoke such response from 
hardheaded executives ? 

The answers can be classed under these 
headings: (a) a new sense of awareness 
of the need; (b) a sense of citizenship 
responsibility; and (c) a desire to perpet- 
uate free-enterprise economy and promote 
corporate interests. 

Repeated distress calls for votes on 
school-bond issues and tax levies and the 
work of the Council for Financial Aid to 
Education, Inc., have brought the financial 
crisis in education forcibly to the attention 
of businessmen. 

Recognition of the plight of higher ed- 
ucation, then, was and is one basic reason 
for the response of American business 
corporations. Another is the growing con- 
viction of enlightened management that a 
corporation should be a good citizen of 
its community. Corporations, like individ- 
uals, should roll up their sleeves to help 
with projects in the general interest. 

Two factors which also helped to clear 
the way for corporate action were the 
court decisions that corporate contribu- 
tions to educational institutions are of 
benefit to giving corporations and a right 
of such corporations under the law, and 
the fact that such contributions, properly 
handled are “income-tax exempt” under 
state and federal law. 

A third major motivation for corporate 
giving to higher education may well be 
the belief that the privately endowed col- 
leges and universities are a “means of 
fortifying freedom of education and with 
it the freedom of enterprise and our other 
freedoms which we count as the promise 
of American life.” 

Enlightened self-interest also operates 
as a motivating force: the dependence of 
industry upon colleges for trained person- 
nel and new educated people helps to 
create a higher standard of living and a 
better market for the products of business. 
Finally, there is the conviction that such 
gifts tend to promote good will. Free en- 
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terprise needs the franchise of a favorable 
public opinion to exist and flourish. 


MANAGEMENT'S RESPONSIBILITY 

Corporation managements, in providing 
funds for education, must consider how 
they can do the most public good and at 
the same time serve the best interests of 
their companies. Most recently announced 
corporate programs provide aid in one or 
more of three forms: 


1. Mobile dollars to be used where they 
can best advance the welfare of the 
whole institution (unrestricted gifts). 

. Grants-in-aid to meet a substantial part 
of the annual cost of a college educa- 
tion for exceptionally able but finan- 
cially needy students (scholarships). 

3. Special service contributions—for sal- 

aries, buildings or other earmarked 

purposes. 

Especially significant in the above cate- 
gories is the Procter and Gamble Fund 
which stipulates that 40 of the scholar- 
ships each year will go to women’s col- 
leges. This noteworthy stipulation may 
well set a pattern for other donors. 


nN 


KEY POINTS TO REMEMBER 


An analysis of the recently instituted or 
revised plans reveals distinct trends in full 
accord with the expressed desires of col- 
lege authorities. A listing of the provi- 
sions might well serve to guide corpora- 
tions planning to embark upon aid pro- 
grams: 


1. Scholarship recipients are chosen on 
the basis of need and competition, 
with the awards recognizing both 
merit and need for funds. 

2. Scholarship programs make provision 
for college help as well as student 
help; a tuition scholarship without a 
“cost of education” supplement is 
often a financial handicap to the col- 
lege. 

3. Scholarships allow wide latitude in 
choice of college, field of study, and 
eligibility of individuals to compete 
for the awards. 

4. Scholarship plans permit selection of 
recipients by a competent, impartial 
body. 

5. Scholarships provide assistance as 
merited and needed until the col- 
lege course is completed or degree 
achieved. 

6. Fellowships are supplemented by un- 
restricted grants to the colleges and 
give the colleges freedom of choice of 
recipients and administration. 

7. Research grants are supplemented by 
contributions to the colleges and carry 
no restrictions on publishing the re- 
sults of investigations. 

8. Companies favor plans which relieve 
them of the burden of selecting par- 
ticipants, and quite a number lean to- 
ward being relieved of the burden of 
selecting recipient institutions. 
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9. The unrestricted grant, probably the 
greatest aid to colleges and universi- 
ties, is becoming more popular. Grants 
earmarked only “for current opera- 
tions” are also becoming more popu- 
lar. 

10. Programs of aid are designed primar- 
ily to meet the colleges’ need for un- 
restricted funds and the need for fi- 
nancial aid to young people. The do- 
nor refrains from entering into purely 
educational decisions, from invading 
the customary provinces of colleges 
and universities, and from interfering 
with their search for and dissemina- 
tion of truth. 

11. In the interest of orderly determina- 
tion of grants and to provide conti- 
nuity and security to the aid programs, 


companies establish contribution com- 
miuttees. 

12. Company foundations or funds are 
established as convenient and efficient 
administrative mechanisms. 


Of the many plans to give financial aid 
to the nation’s 1200 private colleges and 
universities, most accomplish commenda- 
ble ends. Certainly, hope lies in the fact 
that so many American corporations have 
joined the crusade—and joined it with an 
intelligent respect for academic freedom 
and the ability of educators to run their 
own show. 


* Condensed with permission of the Satur- 
day Review Associates, Inc. Reprints of the 
full text of the article are available without 
cost from The Saturday Review, 25 West 45th 
Street, New York 36, N. Y. 








From “American Automobile Album” by William H. McGaughey 


No one cranks an automobile these days 


... but many still hand-crank calculators ...spending time that 
would soon pay for a high-speed, automatic MARCHANT 
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If you’re still doing part of your figurework with hand-operated or out- 
moded electric calculators, you owe it to your business to learn just how 
much time new automatic MARCHANTS will save you. Anyone in your 
office can use them at once, with ease, speed and utmost accuracy. Call 
the local MARCHANT MAN and find out by an actual run on your own 
work, just how quickly MARCHANT calculators would pay for themselves. 


c-9 
SEND THIS COUPON! ————————— — — — — — 








Learn how MARCHANT calculators can turn out your & 
business arithmetic easier and faster...at a saving. Mail 
this coupon with your business letterhead for free... 


Index to Modern Figuring by Marchant Methods Oo ees, 
Descriptive Literature on Marchant Calculators a) MARCHANT 
Figurematic 


MARCHANT CALCULATORS, INC., Oakland 8, Calif. 
YOU CAN TURN TIME INTO MONEY WITH A MARCHANT! 
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New $550,000 Municipal Building, El Monte, Calif., will soon be ready for occupancy 


Building cost cut $42,380 


by Recordak Microfilming 


FREE... Valuable New Booklet 


“Short Cuts That Save Millions” shows typical examples of 
how over 100 different types of business . . . thousands of concerns 
...cut record-keeping costs with Recordak Microfilming. 


More than 6,500 sq. ft. of additional floor space would have 
been required in El Monte’s new Municipal Building if all 
records were kept in original paper form. 

But the taxpayers were spared this expense by microfilm- 
ing tons of deeds, court minutes, ordinances, etc. Now, 
these can be filed at the finger tips—any item found in a 
minute or two, and viewed in a Recordak Film Reader. 

Furthermore, protection has been greatly increased. Re- 
cordak Microfilms can’t be altered without detection; and 
duplicate films are stored in a remote bombproof vault. 

All in all, something to remember if you’re planning to 
build or rent. Or if you’d like to convert up to 99% of your 
present filing space into working space. 


**Recordak” 
is a trade-mark 


Every accountant ... every systems man will find this profit- 
able reading; will see how many of the short cuts will pay off 
handsomely in his own business. Mail coupon for your free 
copy today. Recordak Corporation (Subsidiary of Eastman 
Kodak Company) , 444 Madison Ave., New York 22, N. Y. 
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RECORDAK CORPORATION (Subsidiary of Eastman Kodak Company) 
444 Madison Avenue, New York 22, N.Y. 
Gentlemen: Please send free copy of “Short Cuts That Save Millions.” 
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Business Support of Higher Education 


A digest of “More Money for Our Colleges .. . and Where It’s Coming From” 


by John W. Hill and Albert L. Ayars in the Saturday Revieu* 


| THE PAST is any index, something like 
one out of every three freshmen who 
matriculates at an independent college 
this fall may need financial help from that 
college. But that same independent col- 
lege in all probability is desperately in 
need of financial help itself. 

Our private American colleges and uni- 
versities are up against a serious and con- 
tinuing financial crisis. What with more 
or less fixed endowments, inflation, and 
the scarcity of wealthy donors, they are 
hard pressed for funds. 

Where are they to turn in this sit- 
uation? U.S. Steel’s Benjamin Fairless 
summed up a possible answer in a recent 
speech: “Their only remaining recourse 
is to business institutions. In short, it ap- 
pears their survival will depend in large 
measure upon whether American corpo- 
rate enterprise is ready, willing, and able 
to come to the financial rescue of our 
American system of private education.” 

This challenge to businessmen repre- 


sents as noble an opportunity for public 
service as is likely to fall to their lot in 
this century or the next, and businessmen 
are responding. About half the nation’s 
largest manufacturers are aiding institu- 
tions—their total contribution, estimated 
at $70 million in 1953 is expected to reach 
a new high this year. 

While such support is most welcome, it 
does pose problems which may stem from 
too heavy dependence on corporate sup- 
port, just as there are problems in too 
heavy dependence on federal aid. Basically 
there is the spectre that large corporate 
contributors may want to throw their 
weight around in the academic and cur- 
ricular area. 

Evidence from corporate aid programs 
to date seems to indicate that industry 
does not wish to restrict or impair aca- 
demic freedom. A listing of major cor- 
porate donors shows that the word “un- 
restricted” characterizes many of the 
principal gifts, letting the institutions 
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administer the funds as they see fit. 
Actually, unrestricted funds are an ex- 
pression of industry’s respect for academic 
freedom. Such funds permit the schools to 
funnel support to liberal arts departments 
which often lose out on specific gifts be- 
cause industry—with its long-range per- 
sonnel needs—has tended to favor the 
technical and scientific departments. 


MOTIVATION OF BUSINESS SUPPORT 

Why has business responded as it has 
to the need of colleges and universities 
and what has been the motivation power- 
ful enough to evoke such response from 
hardheaded executives ? 

The answers can be classed under these 
headings: (a) a new sense of awareness 
of the need; (b) a sense of citizenship 
responsibility; and (c) a desire to perpet- 
uate free-enterprise economy and promote 
corporate interests. 

Repeated distress calls for votes on 
school-bond issues and tax levies and the 
work of the Council for Financial Aid to 
Education, Inc., have brought the financial 
crisis in education forcibly to the attention 
of businessmen. 

Recognition of the plight of higher ed- 
ucation, then, was and is one basic reason 
for the response of American business 
corporations. Another is the growing con- 
viction of enlightened management that a 
corporation should be a good citizen of 
its community. Corporations, like individ- 
uals, should roll up their sleeves to help 
with projects in the general interest. 

Two factors which also helped to clear 
the way for corporate action were the 
court decisions that corporate contribu- 
tions to educational institutions are of 
benefit to giving corporations and a right 
of such corporations under the law, and 
the fact that such contributions, properly 
handled are “income-tax exempt’ under 
state and federal law. 

A third major motivation for corporate 
giving to higher education may well be 
the belief that the privately endowed col- 
leges and universities are a “means of 
fortifying freedom of education and with 
it the freedom of enterprise and our other 
freedoms which we count as the promise 
of American life.” 

Enlightened self-interest also operates 
as a motivating force: the dependence of 
industry upon colleges for trained person- 
nel and new educated people helps to 
create a higher standard of living and 4 
better market for the products of business. 
Finally, there is the conviction that such 
gifts tend to promote good will. Free en- 
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terprise needs the franchise of a favorable 
public opinion to exist and flourish. 


MANAGEMENT'S RESPONSIBILITY 

Corporation managements, in providing 
funds for education, must consider how 
they can do the most public good and at 
the same time serve the best interests of 
their companies. Most recently announced 
corporate programs provide aid in one or 
more of three forms: 


1. Mobile dollars to be used where they 
can best advance the welfare of the 
whole institution (unrestricted gifts). 

2. Grants-in-aid to meet a substantial part 
of the annual cost of a college educa- 
tion for exceptionally able but finan- 
cially needy students (scholarships). 

3. Special service contributions—for sal- 
aries, buildings or other earmarked 
purposes. 

Especially significant in the above cate- 
gories is the Procter and Gamble Fund 
which stipulates that 40 of the scholar- 
ships each year will go to women’s col- 
leges. This noteworthy stipulation may 
well set a pattern for other donors. 


KEY POINTS TO REMEMBER 

An analysis of the recently instituted or 
revised plans reveals distinct trends in full 
accord with the expressed desires of col- 
lege authorities. A listing of the provi- 
sions might well serve to guide corpora- 
tions planning to embark upon aid pro- 
grams: 


1. Scholarship recipients are chosen on 
the basis of need and competition, 
with the awards recognizing both 
merit and need for funds. 

2. Scholarship programs make provision 
for college help as well as student 
help; a tuition scholarship without a 
“cost of education” supplement is 
often a financial handicap to the col- 
lege. 

3. Scholarships allow wide latitude in 
choice of college, field of study, and 
eligibility of individuals to compete 
for the awards. 

4. Scholarship plans permit selection of 
recipients by a competent, impartial 
body. 

5. Scholarships provide assistance as 
merited and needed until the col- 
lege course is completed or degree 
achieved. 

6. Fellowships are supplemented by un- 
restricted grants to the colleges and 
give the colleges freedom of choice of 
recipients and administration. 

7. Research grants are supplemented by 
contributions to the colleges and carry 
no restrictions on publishing the re- 
sults of investigations. 

8. Companies favor plans which relieve 

them of the burden of selecting par- 

ticipants, and quite a number lean to- 
ward being relieved of the burden of 
selecting recipient institutions. 
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The unrestricted grant, probably the 
greatest aid to colleges and universi- 
ties, is becoming more popular. Grants 
earmarked only “for current opera- 
tions’ are also becoming more popu- 
lar. 


. Programs of aid are designed primar- 


ily to meet the colleges’ need for un- 
restricted funds and the need for fi- 
nancial aid to young people. The do- 
nor refrains from entering into purely 
educational decisions, from invading 
the customary provinces of colleges 
and universities, and from interfering 
with their search for and dissemina- 
tion of truth. 


. In the interest of orderly determina- 


tion of grants and to provide conti- 
nuity and security to the aid programs, 














companies establish contribution com- 

mittees. 

12. Company foundations or funds are 
established as convenient and efficient 
administrative mechanisms. 


Of the many plans to give financial aid 
to the nation’s 1200 private colleges and 
universities, most accomplish commenda- 
ble ends. Certainly, hope lies in the fact 
that so many American corporations have 
joined the crusade—and joined it with an 
intelligent respect for academic freedom 
and the ability of educators to run their 
own show. 


* Condensed with permission of the Satur- 
day Review Associates, Inc. Reprints of the 
full text of the article are available without 
cost from The Saturday Review, 25 West 45th 
Street, New York 36, N. Y. 





From “American Automobile Album” by William H. McGaughey 


No one cranks an automobile these days 


...but many still hand-crank calculators...spending time that 


would soon pay for a high-speed, automatic MARCHANT 
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Joint Program to Improve Accounting 
in the Federal Government 


HE SIXTH ANNUAL PROGRESS REPORT, 

signed by the Comptroller General, 
points to general developments as well 
as selected items of improvement in va- 
rious agencies. 


A. Included under GENERAL DEVELOP- 
MENTS were the following: 


1. Central Accounting and Reporting 

Receipt and expenditure data are now 
— on an improved and consistent 

asis by the Treasury in the ‘Monthly 
Statement of Receipts and Expenditures of 
the United States Government.” The 
Treasury's annual combined statement, the 
budget document, and agency reports on 
the status of appropriations have been 
keyed to the same data. In addition to 
eliminating previous inconsistencies in the 
several series of data, better information 
is provided for the review and control 
over government spending. 

A change in procedure has been in- 
stituted whereby collecting officers deposit 
directly with federal depositaries. This 
important change has resulted in the elim- 


ination of duplicate handling of cash by 
collecting agencies and Treasury disburs- 
ing officers and a substantial reduction in 
the paperwork involved. 

Disbursing officers were relieved of the 
requirement of maintaining and reporting 
balances of appropriations and funds, thus 
simplifying the accounting and related 
procedures. This is another step toward a 
fully integrated agency-Treasury account- 
ing system. 


2. Budgeting 

The 1956 budget contains improve- 
ments in budget structure for 30 organiza- 
tion units. These improvements involved 
changes in both appropriations and activi- 
ties classifications. 

Under the continuing program for im- 
proved accounting support for budget 
presentations, 95 organization units now 
have integrated budget and accounting 
systems. There are now 114 business-type 
presentations in the 1956 budget. In addi- 
tion, preliminary steps have been taken to 
increase the number of cost-type appropri- 
ation presentations in future budgets based 
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upon supporting costs data already used 
in more detailed budget justification ma- 
terial. 


3. Check Payment and Reconciliation 
Processes 


The proposed conversion of 32 million 
Je #03 checks to punch card checks, in- 
volving substantial annual savings, is now 
about 70 per cent completed. Approxi- 
mately 21 million checks have been con- 
verted to date, 6 million during the past 
year. The conversion is expected to be vir- 
tually completed in 1955. Cooperative ef- 
forts by the Government and manufac- 
turers of electronic equipment during the 
year have enhanced the possibility of 
adopting a combined check payment and 
reconciliation system to handle the Gov- 
ernment’s multimillion transaction work- 
load more efficiently and economically. 


B. The various examples of AGENCY 
PROGRESS listed in the report include: 


1. Complete systems installed in De- 
partment of Agriculture—Office of Solici- 
tor, Federal Extension Service, Farmers 
Cooperative Services and Rural Electrifica- 
tion Administration—also, systems work 
under way in Marketing Service, Agricul- 
tural Research Service, Commodity Stabil- 
ization Service, Forest Service, Soil Con- 
servation Service, Foreign Agricultural 
Service, Office of Information and Office 
of Secretary. 

2. Integration of cost accounting with 
general accounts in Government Printing 
Office to coordinate budget and other re- 
porting requirements with full control 
over all assets. A new accounting system 
which features integrated financial plan- 
ning, accounting and reporting based on 
a pattern of organizational activities in 
National Science Foundation resulted in a 
75 per cent reduction in number of ac- 
counts previously maintained. A complete 
accounting system based on accrual con- 
cepts and designed to furnish direct sup- 
port for budget in Small Business Admin- 
istration. 

3. A completely new revenue account- 
ing system installed in 64 district offices 
of Treasury Internal Revenue Service, fea- 
turing improved control over delinquent 
accounts—also, a new mechanized ac- 
counting system for its administrative ac- 
tivities. 

4. In Department of Defense the Army 
adopted improved budget procedures, sub- 
stantially reduced the number of allot- 
ment accounts, installed an integrated ac- 
counting-disbursing-payroll system at all 
continental Army Commands and some 


(Continued on page 492) 
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Joint Program to Improve Accounting 
in the Federal Government (Continued from p. 490) 


overseas commands, extended financial 
property accounting to total of 180 loca- 
tions, increased industrial fund installa- 
tions to 17, and significantly increased 
efficiency and effectiveness of its audit 
activities. The Navy improved its appropri- 
ation structure, adopted improved tech- 
niques to more effectively utilize account- 
ing data in supply management, increased 
industrial fund installations by nine for a 
total of 36, instituted many refinements in 
established accounting systems and ex- 
tended comprehensive audit coverage un- 
der internal audit program. 

5. The Air Force further developed 
and tested its financial management plan, 
improved its budget administration and 
reduced the number of allotments, in- 
stalled a double-entry accrual accounting 
system at all bases, extended monetary in- 
ventory accounting, and developed an im- 
proved internal audit program to be ef- 
fective January 1955. 

6. A new system installed for maintain- 
ing and reporting on cash accountability 
in Foreign Service of State Department. 
Development of an integrated accounting 
system in Foreign Operations Administra- 
tion to replace systems of three predeces- 
sor agencies, includes decentralization of 
accounting for technical assistance funds 


and improved accounting relationship with 
other Government agencies under uni- 
form pattern. 


C. EXAMPLES OF SAVINGS 

1. Consolidation of the five finance of- 
ficers of Agriculture’s Farmers Home Ad- 
ministration with related simplification of 
budgeting, accounting and reporting pro- 
cedures saves approximately $1 million in 
personal services, $50,000 in tabulating 
machine rental, and $65,000 in office space 
rental, annually. 

2. Department of the Army saves $1 
million at locations operating under im- 
proved management controls provided by 
industrial funds and related accounting 
and cost control systems—also, inventories 
reduced by $2.6 million at two locations 
through disclosure of excessive levels. An 
improved report under Army’s new finan- 
cial property accounting system eliminates 
seven separate uncoordinated inventory re- 
ports which had cost $1.5 million per 
Army estimate. 

3. Improvements in Department of the 
Navy's supply management control dis- 
closed $1.9 billion in excess and obsolete 
stocks of which $1.35 billion has been 
scheduled for disposal—in Navy Stock 
Fund alone, improved inventory manage- 
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ment achieved a reduction of nearly $500 
million in stock levels with an additional 
reduction of more than $80 million in the 
annual rate of procurement. 

4. A combined payroll, reimbursement 
voucher, blanket travel authorization form 
developed by the Bureau of Census for use 
in paying temporary field employes elim- 
inates thousands of travel orders and re- 
lated vouchers with estimated savings to 
the Bureau of about $300,000. 

5. Continuous fanfold transfer posting 
schedules installed in General Services Ad- 
ministration saves approximately $20,000 
annually. 

6. Revised method of preparing checks 
for Old Age and Survivors Insurance 
benefit payments saves in excess of 
$100,000 annually as a result of coordi- 
nated procedures between the Bureau of 
Old Age and Survivors Insurance and Di- 
vision of Disbursement, Treasury Depatt- 
ment. 

7. Treasury Department, Internal Rev- 
enue Service substituted regional office re- 
ports — from basic field records for 
detailed budget and personnel data pre- 
viously developed in National Office with 
reduction of nearly a quarter million docu- 
ments forwarded to Washington and sav- 
ings in machine rentals and supplies es- 
timated at $107,000 per annum. 

8. Thirty-two outmoded and super- 
seded reports of various agencies previ- 
ously required by law to be submitted to 
Congress were eliminated with estimated 
annual savings of approximately $130,000. 

9. Post Office Department revisions in 
financial policies and procedures resulted 
in measurable savings through elimination 
of 520,000 daily financial statements and 
435,000 reports annually by discontinuing 
physical segregation of cash by funds. 

10. Further progress in the program to 
convert 32 million remaining paper checks 
to punched card checks, begun three years 
ago, resulted in additional annual savings 
of $150,000 in payment and reconciliation 
operations in Treasury and General Ac- 
counting Office. This brings recurring sav- 
ings under this program up to $500,000 
annually. 





MANAGEMENT CONSULTANT 
(CONTROLS) 
Highly respected, Chicago management con- 
sulting firm has need on permanent staff 
for experienced man to work with clients 
on studies relating to operating controls, 
manufacturing costs, budgets and associ- 
ated business matters. Must have experi- 
ence as Controller, Assistant Controller, 
Chief Cost Accountant, Budget Director, or 
in a related position. We are seeking an 
individual who can deal with management 
and management problems. Salary commen- 
surate with qualifications. Age 30-45. This 
is a challenging opportunity with unlimited 
potential. Replies respected and confiden- 
tially held. Box D2187 
The Controller, 2 Park Ave., N. Y. 16, N. Y. 
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FOREIGN INVESTMENT AND TAXATION* 
By E. K. Barlow and Ira T. Wender 





Reviewed by G. F. SALMAN 
Controller 

Philipp Brothers, Inc. 

New York 


It would be futile and a disservice to 
prospective readers to introduce this vol- 
ume without close reference to the Fore- 
word by Professor Stanley S. Surrey, di- 
rector of the Harvard Law School Inter- 
national Program in Taxation. 

Mr. Wender, while assistant director of 
the Program, and Professor Barlow, busi- 
ness consultant to the Program, undertook 
this research work to implement previous 
studies, reports and surveys, dealing with 
the broad theme of the influence of taxa- 
tion on amount, direction and conduct of 
foreign trade and investment. To gain 
much needed, but not available, knowl- 
edge concerning the factors important to 
investors in reaching decisions regarding 
foreign investment, the manner in which 
decisions are made, and the effects of taxa- 
tion on investment policy, the authors 
added a very comprehensive field research, 
the interviewing of corporate executives, 
to an exhaustive analysis of pre-existing 
data. 

Notwithstanding the inevitable and 
taxing mass of statistical and historical 
data running throughout the book, not to 
speak of 140 illuminating pages of the 
appendix, Barlow and Wender undertook 


* Published by Prentice-Hall, Inc., 70 Fifth 
Avenue, New York 11, N. Y. $15.09. 


to develop convincingly, with freshness 
and even daring, these three main aspects: 


1. Impact of existing tax laws on for- 
eign investment decision. 

2. Analysis of previously suggested tax 
law changes to provide tax incentives to 
foreign investment. 

3. Their own proposal for U. S. income 
tax deferral through estaklishment of a 
new classification, a ““U. S. Foreign Busi- 
ness Corporation.” 


Given the highly controversial nature 
of the general issue at stake, the authors 
appear to have succeeded remarkably well 
in achieving their purported goal: “to 
present, as objectively as possible, data 
relevant to a consideration of the issue of 
U. S. tax policy.” 

A glimpse at some of the material, in- 
terpretations and conclusions presented 
may contribute to an appreciation of the 
tax deferral proposal, incorporated in the 
suggested creation of a U. S. Foreign 
Business Corporation. 

As implied above, the book concerns 
itself primarily with direct investments 
abroad by corporations. Further, prime 
emphasis is on foreign investments other 
than in Canada, since understandable af- 
finities in nature, structure and govern- 
ment policies have tended to reduce to 
more manageable proportions the ob- 
stacles and impediments to foreign in- 
vestments which prevail elsewhere. 

The many statistical surveys and re- 
ports analyzed establish clearly the fol- 
lowing phenomena running like an un- 
broken thread throughout the book: 


1. Comparatively few corporations ac- 
count for almost all U. S. investment 
abroad. 

2. Such concentration in few hands is 
even greater than in U. S. domestic busi- 
ness. 

3. No dramatic shift in types of invest- 
ment has occurred in the last 25 years. 





THE CONTROLLER....... jE 


PE re OCTOBER 1955 





494 


4. Growth of foreign investments has 
followed, largely, this pattern: 

a. What started as export business fre- 
quently became foreign investment to 
protect and retain the foreign market for 
the interested companies and thus also 
developed the largest foreign investment 
field, manufacturing, or 

b. Investment kecame necessary for 
protection of source of supply for domes- 
tic market. 

This pattern had particular application 
also to the second largest of foreign in- 
vestment fields, the extractive industries, 
with petroleum in the vanguard though 
most of the petroleum products developed 
today through U. S. foreign investment 
are consumed outside the U. S. A. 


5. Closely related to item 4, it is ap- 
parent that the relatively low asset-value 
of newly established foreign investment 
units is due to 


a. U. S. companies’ dislike for an ini- 
tially large capital investment in foreign 
countries, and 

b. Preference to finance expansion 
through reinvested earnings from foreign 
operations. 


As to the potential for expansion it is 
important to note the clash of interests 
between the U. S. and other nations’ point 
of view: “While we feel the need to en- 
courage foreign expansion of mining, 
petroleum and some agriculture in order 
to meet expected raw material require- 
ments, the foreign countries’ needs are 
largely in finance, transportation, com- 
munication and public utilities, precisely 
the ficlds where U. S. foreign investment 
has failed to expand, perhaps because of 
the incompatibility of terms offered by 
these foreign countries and conditions re- 
quircd by U. S. capital.” 

This brings us to the extensively ex- 
plored domain of factors limiting U. S. 
investments abroad, the amelioration of 
which is so closely linked to the search 
and recommendations for incentives to 
further expansion. 

And it is here that “Foreign Invest- 
ment and Taxation’ did the pioneering 
job of resorting to field research by means 
of personal interviews of corporate ex- 
ecutives in order to clarify, implement 
and extend vastly the knowledge available 
from preceding surveys. While data and 
suggestions from the Gray, Rockefeller, 
Paley and Randall reports pointed up the 
need for government action both from 
the U. S. and foreign nations to encourage 
foreign investments, Barlow and Wender 
rightly criticize these studies for failing 
to attempt to determine what factors af- 
fected and controlled investment deci- 
sions. The Commerce Department survey 
—to which the authors contributed by 
analyzing returns and reviewing results as 
well as assisting in preparation of reports 
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—was the first direct approach to in- 
yestors, obtaining the businessman’s point 
of view by means of questionnaires mailed 
to over 400 business firms. Barlow and 
Wender relied on it heavily in planning 
their own field work. 

To appreciate the extensiveness of the 
coverage of the investment field, by the 
Commerce Department survey, may it be 
permitted to insert here the barest of 
statistical data. Out of 247 companies, 
with direct investments questioned, 187 
represented 75% of total foreign invest- 
ment book value by all U. S. companies 
($7,470 million out of $10 billion). 

Elaborating on the Commerce Departt- 
ment survey’s most important field of in- 
vestigation, viz., the attitudes of com- 
panies toward foreign investment, the 
subsequent field research utilized the in- 
terview technique to obtain as completely 
as possible answers to these specific ques- 
tions: 


1. Why do companies invest? 
2. How do companies invest? 
3. Why do companies not invest? 


Only then, it was felt, would it be pos- 
sible to determine how any particular plan 
for encouraging foreign investment would 
affect the companies it was intended to 
encourage! 

The detailed reaction by corporate ex- 
ecutives to these three questions and the 
careful evalution of the answers—often 
possible only after insistent prodding and 
winnowing to ascertain more than gen- 
etalities and confused recollections—make 
fascinating reading. 

While it is not possible to do justice in 
this brief review to the painstaking care 
devoted by the authors to an arrival at ob- 
jective conclusions, a brief resumé is in- 
cluded here in order to gain some under- 
standing of the end result, namely the 
proposed establishment of a special class 
of corporations. Barlow and Wender 
agree with the oft-expressed idea that 
additional foreign investment can be 
stimulated through a tax incentive plan, 
provided it meets with the following req- 
uisites : 


1. Has sufficient dramatic appeal, to 
attract attention and interest executives in 
the idea of foreign investment. 

2. Accommodates the natural tendency 
to expand out of foreign earnings, by 
permitting, without paying U. S. tax, 
accumulation of such earnings for invest- 
ment in countries other than where earned. 

3. Encourages shift from export op- 
eration to foreign investment. 

4. Offers tax advantage on foreign 
earning only if benefit is tied to future 
Mvestment. 


After further exhaustive analysis and 
discussion of the present taxation of cor- 
porate foreign income, with utmost re- 
gatd for the intricacies of foreign tax 
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credits, corporate foreign branches and 
foreign subsidiaries, of the three geo- 
graphical exceptions linked to the West- 
ern Hemisphere, the possessions of the 
United States, and the China Trade Act 
corporations, the inequities and difficulties 
of the source of income and title passage 
rules are explored and recommendations 
advanced for their application to the new 
corporate creation. 

Cost and effectiveness of complete 
elimination, or at least reduction, of tax 
on foreign income are so thoroughly inves- 
tigated, that one kecomes convinced of the 
reasonableness of the authors’ conclusion 
that such elimination or reduction is both 
uneconomical and ineffective as a stimulus 
to foreign investment expansion. 

Not in the least doctrinaire, though em- 
pirical in the best sense of the word, 
freely admitting some alternatives of pro- 
cedure into the narrowing confines of 
crystalizing ideas, the book culminates, 
with an almost dramatic quality of in- 
evitableness, in the proposal for the estab- 
lishment of the U. S. Foreign Business 
Corporation. 

Summarizing in the authors’ own words: 
“The Proposal differs from most recom- 
mendations for tax stimuli for foreign in- 
vestment in that it does not rely on sub- 
stantial rate reduction; instead [it is} the 
privilege of deferring U. S. tax {that} 
provides an incentive for companies to 
invest abroad” and “We have elaborated 
in the proposal so as to demonstrate its 
technical feasibility and to indicate that 
it can be legislatively executed in a man- 
ner which will protect the revenue” and 
finally “The important point in our opin- 
ion is that if a tax incentive is to be pro- 
vided for foreign investment, the incen- 
tive should be one of deferring U. S. taxes 
on foreign income used for further for- 
eign investment.” 


TESTED APPROACHES TO 
CUTTING PRODUCTION 
COSTS* 


Without management's constant vigi- 
lance, production costs, both direct and 
indirect, can become a threat to competi- 
tive survival. Regular, selective pruning 
is needed to weed out unjustifiable ex- 
pense. Yet executives must also be aware 
of the occasional increase in costs which 
can produce long-term savings. 

Drawing from material presented at a 
recent AMA Special Manufacturing Con- 
ference, this new Special Report shows 
executives how to determine whether and 
where costs are out of line. Specialists 
pinpoint specific areas in which efforts at 
cost-cutting should be most rewarding. 
Among the areas of potential cost reduc- 
tion discussed are: purchasing, indirect 
labor, materials handling, the manufac- 

* Published by the American Management 


Association, 330 West 42nd Street, New York 
36, N. Y. $3.75 (AMA members, $2.50). 


turing cycle, quality control, traffic, inven- 
tory Management, maintenance, and paper- 
work. 

Highlights of four effective cost-reduc- 
tion programs are featured in a conclud- 
ing section. 
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Where Pension Money Goes 


YEAR-LONG TREND toward mutual 
funds as an investment haven for 
private pension and profit-sharing trusts 
was noted by Commerce Clearing 
House, national reporting authority on 
tax and business law, Chicago, in a 
study of investment practices followed 
by 110 contributing companies. Cor- 
porate and government bonds continued 
to lose ground as investments for pen- 
sion funds. 
Trustees representing 71 trusts with 
a combined market value of $1.25 bil- 
lion reported this broad shift which 
took place last year. They chose mutual 
funds for about three per cent of their 
money, compared with a fraction of one 


per cent at the end of 1953, according 
to the CCH study. One company in the 
study reported its entire fund in mu- 
tuals; another had 80 per cent of its 
fund in these shares. 

The study is entitled “Actual Invest- 
ment Policies of Trusts.” 

Analysis of the reports from diversi- 
fied trusts in the 1954 CCH study 
showed the following results: 

Corporate bond holdings dropped 
from 37 per cent to 34 per cent in the 
year. 

Government bonds continued their 
downward trend in volume from 24 per 
cent to 21 per cent. 

Common stock investments held at 23 
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per cent of average portfolio. 

Preferred stock holdings rose from 7 
per cent to 8 per cent. 

Yields were substantially higher. 

The reporting trusts investing in 
common stocks told CCH they had 
nearly $300 million in such securities, 
Utilities, principally gas and electric 
companies, were favored for about one 
fifth of this. 

Other favorites, with their percent- 
ages of total common stock investments, 
were petroleum, 12.4 per cent, up from 
8.6 per cent in 1953; chemicals, 8.4 per 
cent (unchanged); and food process- 
ing and distribution, 7.8 per cent, up 
from 4.9 per cent the previous year, 
Steels took a jump in acceptance from 
less than one per cent in 1953 to 3 per 
cent in 1954. The balance was invested 


‘in widely diversified industries, accord- 


ing to the CCH study. 

Preferred stocks were held in the 
portfolios of 55 trusts, exactly one half 
of all reporting in the study. Preferred 
investments in steel and food showed 
big gains during the year, while utility 
preferreds, still the favorites, dropped 
from 36.7 per cent in 1953 to less than 
30 per cent of total preferred equities 
in 1954, 

Substantial new purchases of pre- 
ferreds were made in the airline, con- 
struction material, construction work 
and liquor industries during the year. 

The average yield of the trusts in the 
CCH study at 1954 year-end was 4.18 
per cent, or about a half point higher 
than at mid-1954, indicating that trus- 
tees had taken some capital gains during 
the six-month period. 

Further analysis disclosed that the 
trustees of pension plans (profit-sharing 
excluded) showed an average yield of 
3.81 per cent, while profit-sharing plan 
trustees boosted their yields to 4.88 per 
cent. All yields were figured on the 
basis of cost, rather than market value. 

The two highest profit-sharing yields 
were 12.5 per cent and 11 per cent. The 
highest pension yield was 9.42, this 
trust having a heavy commitment in 
the stock of the sponsor-employer. 

Lowest yields reported were 2.25 per 
cent from a profit-sharing fund and 2.77 
per cent from a pension fund. 

Administrative costs reported by 49 
trusts in the CCH survey dropped to 
.07 per cent of total assets of the trusts. 
This low figure was due, most funds te- 
ported, to much of the work being 
absorbed by executive, administrative 
and operative staffs of employers. 
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A baby chick, 


the new Royal electric and more work per typist 


The baby chick weighs only about two ounces. 


It takes less weight than that for a typist to 
depress one key on the new Royal Electric! And 
it takes only three ounces to push down the 
carriage return lever. 


It’s 13 times easier for her to do these jobs on 
the new Royal Electric than on a non-electric 
typewriter. This means more work per typist. 


Talk to your Royal Representative. He’s in 


the classified telephone directory. When he has 
the facts on your typists’ salaries, days worked 
per year, hours typed per day, and increased 
production, you and he will be able to figure out 
the savings you may expect from installing new 
Royal Electrics. 


Your typewriters are the only everyday busi- 
ness machines that aren’t electrified. 


Right there is food for money-saving thought. 


® 
RG YAL electrics standards « portables « Roytype® business supplies 


The Royal Typewriter Company, Division of Royal McBee Corporation 
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Picture of a Company 


(It could be yours) 
ecoececececcececeececce 


BEFORE 


: DITTO | 


6 writings 


Production to produce 
necessary forms 
for these 
departments... 


“Accounts 
Receivable 


to produce all 
) forms for same 
a gr departments. 


Order Department— 


~~ Information typed on DITTO 
Master is never re-written. No Re-writing Fr 


.-.and this is the DITTO 
Equipment that does it. 


Imagine, every form needed for shipping, billing 
and even back orders produced without re-writing 
a single word—a tremendous savings in time, 
money, and man power. The same is true with 
purchasing, production, payroll and inventory 
control. With DITTO THE FIRST WRITING 

1S THE LAST. And, too, information unnecessary 
on any form is marked out by simple blockout 
mechanics. Each department is given the specific 
information it needs to do a better job, faster. 
Your company has more efficient control, copying 
errors are eliminated, money and time are saved. 
Write today for facts on how 

DITTO One-Writing systems can help you. 


D ITTO one-writing system 


e@ee2@e20e0020020000000000008068080 
DITTO, INc., 663 So. Oakley Bivd., Chicago 12, Ill. 

At no cost or obligation, please send me complete information on a DITTO 
One-Writing System for: 

















D Order Billing 0 Production © Purchasing-Receiving 
CO Payroll OC Hospital Admittance EL, err ee 
I cision er 
Chicago 12, Ill. 
In Canada: DITTO of Canada, Ltd Company. 
Toronto, Ont 
In Great Britain: DITTO Britain Ltd Address 
London, Eng 
ET FG State. 








Millions Saved By 


Commission Task Force 


For the first time in history, millions in 
cash savings for both government and in- 
dustry were effected through actual slash- 
ing of red tape by the final Hoover Com- 
mission task force. In a concluding report 
to the Congress by former President Her- 
bert Hoover, it was announced that a total 
of $15 million in savings had actually 
been accomplished by the task force on 
Paperwork Management. 

This represented more than five times 
the cost of the present Hoover Commis- 
sion and 300 times the cost of the Paper- 
work Management task force under the 
direction of chairman Emmett J. Leahy, 
president of the New York management 
consultant firm of Leahy & Co. 

A total of 328 possible paperwork tar- 
gets were set up by the Paperwork Man- 
agement task force to consider over a four- 
month period. At the outset 84 were elim- 
inated because of duplication of aims or 
for other reasons. The task force accom- 
plished 49, partly accomplished 26 and 
was forced by lack of time to leave 169 
for follow-through by the Government. 
These were the results: 


1. Industry was saved $10,183,000. 

2. Government was saved $5,091,800. 

3. Savings of $100 million were pro- 
jected in only 25 of the 169 remaining 
projects that require further study or ne- 
gotiation with the Government. No pro- 
jection of savings was made on the other 
144. 


Reporting for his Commission, Mr. 
Hoover said that since 1942 the Hoover 
Commission had had the assistance of an 
Advisory Council on Federal Reports in 
attempting ‘‘red tape’’ paperwork savings. 

The Commission recommended that 
President Eisenhower direct the Bureau of 
the Budget, its Advisory Council on Fed- 
eral Reports, and the General Services Ad- 
ministration to give increased attention to 
eliminating unnecessary reporting by in- 
dustry and the public. It also recommended 
that Congressional action be taken on cer- 
tain tax return legislation as recommended 
by both the Internal Revenue Service and 
the Social Security Administration. Leahy, 
as task force chairman, recommended that 
Congress establish a three-member non- 
salaried commission to advise the Pres- 
ident on paperwork required by offices and 
departments. It was urged that $200,000 
be appropriated for this commission; that 
it be limited to two years with a possible 
extension; that both government and in- 
dustry be represented; and that Congress 
receive final recommendations from the 
commission for the control or reduction 
of paperwork required of the Nation by 
the Government. 


THE CONTROLLER * OCTOBER, 1955 














New 


The f 
the lu: 
meetin 
tors of 
on Au 


Seat 
lis, pr 
eR. I 
W. Sck 
managi 
tute; Ji 
rector, 
nationa 
Lochiel 


Stan 
Smith, 
tion Cc 
preside: 
chairma 
tional | 
booklet 
dent, R 
presider 











1955 














New York 
The following men were assembled for 
the luncheon held in connection with the 
meeting of the National Board of Direc- 
tors of Controllers Institute, in New York 
on August 19: 


ABOVE 

Seated (left to right )—Robert N. Wal- 
lis, president of Controllers Institute; 
C. R. Fay, chairman of the Board; George 
W. Schwarz, director at large; Paul Haase, 
managing director of Controllers Insti- 
tute; Joseph A. Chadbourne, national di- 
rector, Region I; Vincent C. Ross, past 
national president, 1951-52; Raymond G. 
Lochiel, national director, Region III. 


Standing (left to right)—Ralph H. 
Smith, chairman of the National Educa- 
tion Committee; F. G. Hawthorne, vice 
president, Region Il; John W. Gladson, 
chairman of the subcommittee of the Na- 
tional Education Committee (on Careers 
booklet) ; Irving D. Dawes, vice presi- 
dent, Region III; Burdette A. Johnson, 
president of the Boston Control. 


bh 

















J. J. Dapis, associate of Mr. Gladson; 
Joseph C. Huehn, vice president, Region 
VII; J. E. Heidgen, past national direc- 
tor, Region VI; Allyn R. Bell, Jr., na- 
tional director, Region IX; Charles H. 
Yardley, member of the Advisory Council 
and a past national director, Region III; 
Ronald L. McVey, national director, Re- 
gion IX. 


Lewis E. Frensley, vice president, Re- 
gion IX; Arthur H. Wiedeman, adminis- 
trative secretary, Controllers Institute; 
George H. Hetley, vice president, Region 
IV; John C. Barrows, chairman of the 
National Admissions Committee; Harry 
C. Hahn, vice president, Region VIII; 
C. C. Lay, vice president, Region V. 


E. L. Grimes, director at large; Edward 
H. Eaton, president of the Pittsburgh 
Control; William R. Phelan, president, 
Baltimore Control; James L. Peirce, na- 
tional director, Region VIII; Harold A. 
Ketchum, member of the Advisory Coun- 
cil and vice president of Controllership 
Foundation, Inc.; Nelson T. Hampson, 
national director, Region II. 








i COMMIOMIEE, ........-.-.0:----... eS FS PA OCTOBER 


LONG SHOTS & CLOSEUPS WITH THE CONTROLLER CAMERA 





Theodore F. Gloisten, member of the 
Advisory Council; C. J. Kushell, Jr., mem- 
ber of the Advisory Council; R. W. Sand- 
burg, member of the Advisory Council; 
Stuart W. McLaughlin, treasurer of Con- 
trollers Institute; A. L. Fowler, member 
of the Advisory Council and past presi- 
dent of Controllership Foundation; John 
S. Sturgeon, national director, Region VI; 
Murray S. Gelber, national director, Re- 
gion X; Stuart T. Henshall, president of 
the Philadelphia Control. David F. De- 
vine, president of the Long Island Con- 
trol, also attended. 


BELOW 

Robert N. Wallis, president of Control- 
lers Institute of America, and seven vice 
presidents met on August 19 to discuss co- 
ordination of activities and plans for the 
current year in their respective regions. 

Seated (left to right) with President 
Wallis are: George H. Hetley, Region IV ; 
Joseph C. Huehn, Region VII; F. G. 
Hawthorne, Region II; Lewis E. Frensley, 
Region IX; National President Wallis; 
Harry C. Hahn, Region VII; C. C. Lay, 
Region V; and Irving Dawes, Region III. 
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EAST FORTY-SECOND ST. 
The 
OLD 


Address 


ONTROLLERS rs | 
INSTITUTE é 
EF AMERICA 


mur 7 
i 


Paul Haase welcomes Camilla Christian, 
who has been with the Institute since 
1931, to Headquarters on moving-in day. 


500 


lies _— 


CIA HEADQUARTERS 


ABOVE—A portion of the office 
used by research and editorial 
personnel divided by convenient 
file banks and supplied with 
side chairs for business visitors. 


LEFT—The office of the manag- 
ing director, Paul Haase. Chair 
seats and office walls are grey- 
ish turquoise, furniture walnut. 


BELOW—The Conference Room 
includes accommodations for a 
10-member meeting as well as 
providing necessary working area 
for those using the Institute- 
Foundation library. Chairs are 
walnut with taupe coverings. 





PARK AVENUE 
The 
NEW 


Address 


AT TWO PARK AVE. — 


ABOVE—Secretarial desks ad- on in 

joining private offices indicate « ae 
careful location at entrances —e i 

to control traffic flow to of- ee Ree 


fices of department heads. 


= to ee =€ 


RIGHT—The service room has 1 
accommodations for materials 
storage, machines for printing 
production, as well as mailing. 


BELOW—Four mail slots allow 
presorting of out-going letters by 
secretaries without need to en- 
ter service area. Bulletin board 
for office notices is placed here 
also as practically all employes 
use mail slots at some time daily. 


Photos by Eastern Studios, N. Y. Si Drabkin, photographer 


On August 10, 1955, Controllers Institute of America 
and the research arm, Controllership Foundation, Inc., 
moved to new offices on the eighth floor of the Two Park 
Avenue Building, New York 16, N. Y. Previously the Na- 
tional Headquarters had been at One East 42nd Street, New 
York, since 1931 when the organization was founded. 

The pictures on these two pages present the new office 
from several angles. Other features, not brought out in the 
pictures, are airconditioning of the entire space, asphalt tile 
floors, fluorescent lighting and acoustical hung ceiling. The 
mist green metal furniture is modular to provide maximum 
efficiency for clerical personnel and, at the same time, per- 
mit changes to be made as office needs change. Convenient 
window-height formica-topped book shelves are built-in. 














How to be 


several places 





at once 


Through the banking services of 

Guaranty Trust Company you can be 
represented “on-the-spot” in every 
commercially important city in the world. 
You are close to the New York scene... 
close to overseas markets... close to 
foreign conditions and developments 
everywhere. With a far-reaching network of 
branches and correspondents, Guaranty 
Trust Company meets banking requirements 
with efficiency, speed, and experience. 





Guaranty Trust Company 
of New York 


Capital Funds $395,000,000 


140 Broadway, New York 15 


Fifth Ave. at 44th St. Madison Ave. at 60th St. 
New York 36 New York 21 
40 Rockefeller Plaza, New York 20 
LONDON: 32 Lombard St., F.C. 3 + Bush House, Aldwych, W.C. 2 
PARI»: 4 Place dela Concorde BRUSSELS: 27 Avenue des: Arts 


Member Federal Deposit Insurance Corporation 


Personnel Department 
Salaries Surveyed 


The number of persons employed in 
personnel work in proportion to total 
company employes has hit a new high, 
according to this year’s survey of per- 
sonnel ratios and salaries conducted by 
Dale Yoder and Mona L. Walz of the 
University of Minnesota Industrial Rela- 
tions Center. The average personnel ratio 
(number of staff members in personnel 
and labor relations per hundred employes) 
hit a record high of 0.87 in January and 
February of this year, an increase of more 
than a third over last year’s 0.65. The 
1955 median ratio is 0.80, while that for 
1954 was 0.70. 

Also at its highest level since the an- 
nual survey was begun eight years ago is 
the average annual salary of the executive 
in charge of company employe relations 
—$10,530, a six per cent increase over 
last year’s $9,932. The median salary in- 
creased from $8,631 in 1954 to $9,393 in 
1955, a jump of 8.8 per cent. 

The ratio of personnel to total em- 
ployes is highest in banking, financial, in- 
surance, and transportation firms, the sur- 
vey shows. Generally, it declines as the 
number of employes increases. Of the 
912 respondents who answered the ques- 
tion on salary changes, 61 per cent re- 
ported increases, 2 per cent reported de- 
creases, and 37 per cent reported no 
change since last year. The average increase 
was $877. Salary increases were highest 
in public utilities other than transporta- 
tion and lowest in government service. 

Salaries are higher in larger companies, 
the study shows. They also vary with title; 
vice presidents average $22,323, compared 
to $8,734 for those with the title of per- 
sonnel director. The personnel executive's 
salary increases with his age, experience, 
and length of service in his present job. 
The report indicates small but significant 
correlations between salary and _profes- 
sional rating and between salary and 
membership in professional associations. 
Formal education and salary are not sig- 
nificantly correlated, apparently because 
the older practitioners tend to have less 
formal education. 

Additional compensation in the form 
of bonuses, insurance, and other kenefits 
was received by 62 per cent of the re- 
spondents, averaging $1,972. The largest 
supplementary compensation was paid by 
manufacturing companies, the lowest, by 
government. 

A tendency toward higher educational 
standards in the personnel field is noted 
in the report. Only about 37.9 per cent 
of the respondents do not have bachelor's 
degrees; 21.4 per cent have advanced de- 
grees. The median education of the group 
is four years of college. 





Related Reading: Middle Management Compen- 
sation—THE CONTROLLER, September 1955, 
pp. 436-37. 
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Systems Group to Meet 
in Detroit 


The Systems and Procedures Associa- 
tion of America will hold its 8th An- 
nual Interna- 
tional Systems 
Meeting in De- 
troit, Michigan, 
beginning Octo- 
ber 10, 1955. For 
the first time, 
seminars on 
management de- 
velopments will 
be held inside 
Detroit busi- 
nesses and industrial plants. These meet- 
ings will take executives to the plant and 
office conference tables of such leading 
Detroit concerns as General Motors, Ford, 
Chrysler, Detroit Edison, Burroughs and 
Standard Accident Insurance Company. 

George W. Troost, vice president, di- 
rector, and a member of the Finance Com- 
mittee of Chrysler Corporation, Detroit, 
and a member of Controllers Institute of 
America, will be the keynote speaker. 


Electronic Business Systems 


Conference in Los Angeles 


The Western Division of the National 
Machine Accountants Association is spon- 
soring its Annual Conference, themed to 
“Electronic Business Systems’’ at the Stat- 
ler Hotel, Los Angeles, California, No- 
vember 10-11, 1955. The Conference will 
feature displays, lectures, and discus- 
sion meetings stressing the latest and most 
complete information concerning elec- 
tronic equipment and techniques for their 
use in business record keeping. 

Management will have an opportunity 
to observe the transition of electronic 
equipment from a tool for higher mathe- 
matics to an essential device for everyday 
paperwork control. Practical suggestions 
and details of current applications will 
permit the evaluation of the many differ- 
ent types of electronic equipment by po- 
tential users. 

Additional information and registration 
forms may be obtained by writing to P. O. 
Box 221, South Gate, California. 


Rutgers Sixth Annual 


Accounting Conference 


The Newark Control of Controllers In- 
stitute will again be one of the co-sponsors 
of the Annual Accounting Conference, 
organized by the School of Business Ad- 
ministration, Rutgers University, to be 
held at New Brunswick, N. J., on Tues- 
day, November 1. 

Other organizations acting as co-spon- 
sors are: The Newark, Paterson, Raritan 
Valley, and Trenton Chapters of the Na- 
tional Association of Cost Accountants 
and the New Jersey Society of Certified 
Public Accountants. 
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LAMSON AIRTUBE AUTOMATIC 
SWITCH SYSTEM REDUCES 
COMMUNICATIONS TIME TO SECONDS! 


@ So. Fabricating—690 


@ Lithographing— 330 
=@ Maintenance 1030 


~e 


Receiving— 260 


a lie 


Shipping—300 






Oftice—34)’ 


The above photograph shows the locations of 
stations of the Lamson Airtube system and their 
distances from the monitor at the vast J. L. Clark 
Manufacturing Co., Rockford, Ill. Distances shown 
in air feet. Walking distances are much greater. 
Every carrier passes through the monitor . . . the 
automatic central switching point. The monitor 

if tically deflects the carrier into the tube 
leading to the correct station. The photographs at 
the left show typical Airtube stations in Office 
and Plant. 


In 300,000 Sq. Ft. Plant! 


Huge as the J. L. Clark plant is, Lamson’s Airtube Automatic Switch System 
has brought the farthest departments only seconds away from each other. 





Lamson has reduced hourly trips to merely 1 or 2 daily to handle bulky items. 
The handling of correspondence, time cards, instruction sheets, shipping schedules, 
receiving slips, memorandums and requisitions between departments has increased 
in speed and efficiency. Executives save valuable hours of “between office” time. 
Supervisors can devote more time to “on the job” supervision because they’re 
freed from message carrying. 


Lamson Airtube carriers . . . also bearing small product samples and tools . . . 
automatically discharge at any pre-determined station. The correct station number 
is dialed by turning the bands on the carrier. 


For complete details as to how Lamson can improve the speed and 
efficiency of communications in your plant, MAIL THIS COUPON TODAY. 











Qe:  ©*S8S8 BS SSeS Beis 
Lamson Corporation, & 
3130 Lamson Street, Syracuse, New York 

Please send me a free copy of “Lamson Airtube Automatic 
Switch System”’ Bulletin. 








NAME TITLE 
Plants in Syracuse COMPANY. 
and San Francisco ADDRESS 









Offices in Principal , 
Cities CITY. ZONE STATE 



















Plans Are Complete for Controllers’ Conference 


The men behind the scene of the 24th 
Annual National Conference of Control- 
lers Institute of America, scheduled for 
November 6-9 at the Statler Hotel in Los 
Angeles, California, met to review final 
details. Pictured above are the committees 
chairmen and other members of the Con- 
ference Executive Committee. 

Standing (left to right): William F. 
Ashton, Bullock's, Inc. (Publicity); T. G. 
Hawkins, The Garrett Corporation (Spe- 
cial Activities); Fred W. Mill, The Na- 
tional Supply Co. (Reception); Ivan F. 
Betts, Universal Pictures Company, Inc. 
(Speakers Hospitality); Fred H. Brown, 
Macco Corporation (Finance); Rudolph 
Ostengaard, California Bank (Program). 

F. S. Emerson, Graham Brothers, Inc. 
(Business Show); C. J. J. Cox, Western 
Air Line, Inc. (Registration); H. E. Lud- 
wick, Firestone Tire and Rubber Company 


of California (Inter-Control Attendance) ; 
O. S. Aultman, California Bank (Ar- 
rangements); F. H. Cowgill, Helms Bak- 
eries (Ladies Hospitality); and Elton G. 
George, Forest Lawn Memorial Park As- 
sociation (Housing). 

Seated (left to right): John C. C. 
Byrne, Grayson Controls Division, Rob- 
ertshaw-Fulton Controls Company (Con- 
ference Secretary); Paul Haase, managing 
director of Controllers Institute; Dudley 
E. Browne, Lockheed Aircraft Corpora- 
tion (Conference General Chairman); 
Benjamin R. Makela, assistant secretary, 
Controllers Institute; and Wilbur R. An- 
dreson, Bekins Van and Storage Company 
(Conference Vice Chairman). Robert W. 
Michie, The Chesapeake & Potomac Tele- 
phone Companies, Washington, D. C. (In- 
dustry Conferences), was not present at 
the time of taking the picture. 





LEAHY 


and company 


The first and foremost name in 
paperwork and records manage- 
ment—serving corporate clients na- 


tionally. 





MANAGEMENT 
CONSULTANTS 








337 W. 27TH STREET, NEW YORK 1, N. Y. 
LOngacre 4-2070 

58 N. E. SEVENTH ST., MIAMI, FLA. 
9-9018 
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Controllers Business Show to 
Open Nov. 6 in Los Angeles 


The business exhibits, staged at the 
24th Annual National Conference of Con- 
trollers Institute of America, being held 
at the Hotel Statler, Los Angeles, Cali- 
fornia, from November 6-9 will be open 
to visitors on Sunday, the 6th and will be 
on view throughout the entire Confer- 
ence from 9 a.m. to 6 p.m. daily. The ex- 
hibits will be in the Wilshire Room. 

The special Business Show Committee, 
under the chairmanship of F. S. Emerson, 
Graham Brothers, Inc., El Monte, Calif., 
will be in charge of this phase of the An- 
nual National Conference activities. 

Exhibitors will include the following: 


AMERICAN PHOTOCOPY EQUIPMENT COMPANY 

CHARLES BRUNING COMPANY 

BURROUGHS CORPORATION 

COMMERCIAL CONTROLS CORPORATION 

CoPEASE COMPANY 

CUMMINS CHICAGO CORPORATION 

D. & R. BUSINESS MACHINES, INC. 

ELECTRO DATA CORPORATION 

FELT AND TARRANT MANUFACTURING Co., 
COMPTOMETER DIVISION 

FERRIS BUSINESS EQUIPMENT, INC. 

FRIDEN CALCULATING MACHINE Co. 

GESTETNER LIMITED 

THE HaLoip COMPANY 

INSERTING & MAILING MACHINE Co. 

INTERNATIONAL BUSINESS MACHINES 


LUMBERMENS MUTUAL CASUALTY Co. OF ILLI- | 


NOIS 
THE McBEE COMPANY 
MANPOWER, INC. 
NATIONAL CASH REGISTER COMPANY 
OLIVETTI CORPORATION OF AMERICA 


OzALID (DIVISION OF GENERAL ANILINE Cor- 


PORATION) 

PACIFIC Copy CORPORATION 

PACIFIC TELEPHONE AND ‘TELEGRAPH CoM- 
PANY 

RECORDAK CORPORATION 

THOMAS COLLATORS, INCORPORATED 

WESTERN UNION TELEGRAPH Co. 

WORKMAN SERVICE COMPANY OF CALIFORNIA 


Disneyland—A Magic Place 


Visitors to the Annual National Con- 
ference can step back into the unhurried 


atmosphere of the 19th century or visit the | 
world of tomorrow by traveling southeast 

on Santa Ana Freeway to Anaheim. Here | 
Walt Disney's dream-come-true offers a | 
throwback to childhood fairy tales in Fan- | 
tasyland; Main Street U.S.A. recaptures | 


the manners and traditions of the 90's 
complete with gaslight; one can ride 
around the 60-acre Disneyland Park on 
the 5% scale version of one of Santa Fe's 
early trains. 

In Tomorrowland one can take an 
eight-hour flight in the Moon Rocket in 
ten seconds without leaving the ground! 
One can explore a tropical river in Ad- 


ventureland or board the 105-foot paddle | 


wheeler at the dock in Frontierland. 
Restaurants are equally colorful—ride 
at anchor on a pirate ship; visit an ice 
cream “parlor,” a chicken plantation, of 
an inn specializing in he-man steaks; and 
lounge on the “longest little bar in the 
world” sipping soft drinks to the accom- 
paniment of an authentic ragtime piano. 
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24th ANNUAL NATIONAL CONFERENCE 








MONDAY, NOVEMBER 7 
A.M. 


GENERAL SESSION: Subject—Management Plan- 
ning and Control. Panel from Bank of Amet- 
ica, San Francisco. 


LUNCHEON 


Subject—Practical Psychology in Business. 
Speaker—-Dr. Clifford E. Maser, Dean, School 
of Business and Technology, Oregon State Col- 
lege, Corvallis, Oregon. 


P.M. 


INDUSTRY CONFERENCES: Banking and Invest- 
ment; Drugs, Cosmetics and Soaps; Fire and 
Casualty Foods, 
Allied; Mining and Extractive; Printing and 
Publishing; Textiles and Apparel. 


Insurance; Beverages and 


TUESDAY, NOVEMBER 8 


A.M. 


GENERAL SESSION: Sxbject—Preparation for 
Growth. Speaker—T. T. Arden, Executive Vice 
Robertshaw-Fulton Controls Co. 
Subject—The Economic Scene. Speaker—Dr. 
Neil H. Jacoby, Dean, School of Business Ad- 
of California, Los 
Angeles, and former member, President’s Coun- 


President, 


ministration, University 


cil of Economic Advisers. 


LUNCHEON 


Subject—Rebuilding the Internal Revenue 
Service. Speaker—T. Coleman Andrews, Com- 


missioner of Internal Revenue. 


P.M. 


INDUSTRY CONFERENCES: Chemical, Paint and 
Allied; Electrical Manufacturing; Life Insur- 
ance; Machinery Manufacturing; Metals Manu- 
facturing; Paper Products; Printing and Pub- 
lishing; Public Utilities. 


TUESDAY (continued) 


BANQUET 


Subject—Future of Aircraft. Speaker—Robert 
E. Gross, President, Lockheed Aircraft Corpora- 
tion. 


WEDNESDAY, NOVEMBER 9 


A.M. 


GENERAL SESSION: Sxubject—Electronics for 
Business. Panel headed by George Kozmetsky, 
Head of Computers & Controls Division, Litton 
Industries. 


LUNCHEON 
Subject—World Trade and World 
Speaker—Dore Schary, Vice 
Charge of Production and Studio Operations, 
Metro-Goldwyn-Mayer. 


Affairs 


President in 


OTHER EVENTS 


SUNDAY—Reception and 
members and wives. 


cocktail party for 


MONDAY—Buffet Brunch on the terrace of the 
Statler Hotel for the ladies and Dinner Dance 
and Floor Show at the Biltmore Bowl. 


TUESDAY— Trip to Disneyland for the ladies. 





CONTROLLERS INSTITUTE OF AMERICA 


SPEAKERS: 





Ys 
ae, 
i 


ROBERT E. GROSS 





Beh 


DORE SCHARY 


For information 
on registration 
write Lo 
CHARLES J. J. Cox 
Controller 
Western Air Lines 
P.O. Box 10,005, Airport Station 


Los Angeles 45, California 


SPONSORED BY THE LOS ANGELES CONTROL - HOTEL STATLER + LOS ANGELES 
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NOW 


for the 
first 
time! 


with versatile 





XEROGRAPHY 


you can copy anything, written, typed, printed or 
drawn, onto masters for multiple copy runs using 


any of these processes: 


New developments in xerography 
make it the one, all-purpose, fast and 
economical process for duplicating 
anything written, typed, printed or 
drawn, onto masters for offset dupli- 
cating, spirit* (or other fluid-type) 
duplicating and diazo printing. 

Now you can copy subjects like 
those shown above onto offset paper 
masters, pre-sensitized positive work- 
ing metal masters, spirit* (or other 
fluid-type masters), translucent mas- 
ters, by this versatile, photo-exact, 
dry electrostatic process. 

Versatile xerography provides the 
solution to your copying needs. Orig- 
inal copy can be enlarged, reduced 


THE HALOID COMPANY 


55-79X HALOID STREET, ROCHESTER 3, NEW YORK 
BRANCH OFFICES IN PRINCIPAL U.S. CITIES AND TORONTO 


ce ROG sail sae . 







(ZE-ROG-RA-FEE) 
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hee The fastest, cheapest, most versatile way to make masters for duplicating 


OFFSET DUPLICATING 
SPIRIT“ DUPLICATING 
DIAZO PRINTING 


or made same size. Masters can be 
made from opaque originals or from 
copy on both sides. Only with XeroX® 
copying equipment can you prepare 
masters for many types of duplicating 
with one quick, economical process. 
Let us show you with facts and figures 
how xerography can cut your dupli- 
cating costs for all types of paperwork. 


WRITE for “proof of performance" folders 
showing how xerography is saving time and 
thousands of dollars for companies of all kinds, 
large and small. 


13 FOR Rane 
Cc a 






ad 





16 mm. Desk Top Microfilmer 


Lower cost microfilming for a wide va- 
riety of business documents, ranging from 
file cards to large ledger forms, is possible 
with the new Recordak Reliant Micro- 
filmer, announced by Recordak Corp., 
subsidiary of Eastman Kodak Company. 
Greater economy in microfilming opera- 
tions, regardless of daily volume, is attrib- 
uted to a choice of three reduction ratios as 
lenses can be simply interchanged to pro- 
vide 40 to 1, 32 to 1, and 24 to 1 reduc- 
tions. 

Three methods of microfilming may be 
used to further assure greater film econ- 
omy. With the Duplex method, the fronts 
and backs of documents are photographed 
simultaneously side by side on the film. 
With the Duo method, the fronts of docu- 
ments are photographed down one half the 
film width, then up the other half. With 
the Standard method, the fronts of docu- 
ments are photographed across the full 
film width. Up to 29,000 smaller items, 
such as reference cards and bank checks, 
can be recorded on a 100-foot roll of 16 
mm. film. 

The film unit will accept two rolls of 
film, automatically duplicating on a second 
roll of film every document photographed. 
The extra roll may be vault stored off the 
premises as extra protection of important 
corporate records or used as an extra refer- 
ence source elsewhere in the company. 

A new endorser-canceller is offered as 
one of the accessories with the Reliant Mi- 
crofilmer. Checks can be endorsed as they 
leave the machine, eliminating the costly, 
time-consuming job in banks, and in busi- 
ness organizations for the preparation of 
bank deposits. The die can be changed in 
a few minutes, making the endorser func- 
tion as a canceller for bank bookkeeping 
departments. 

Compact in design and contained in a 
rugged steel cabinet of two-tone gray to 
blend with modern office decor, the micro- 
filmer may be used on the desk top or a 
small typewriter table or on a specially de- 
signed stand equipped with casters. 


Vest-Pocket Budget 


“Your Federal Budget,” a popular 16- 
page summary of the revised 1956 Budget, 
was recently announced by Rowland R. 
Hughes, director, Bureau of the Budget. 

Published for the first time in conven- 
ient vest-pocket size, the attractively il- 
lustrated white, gray and gold booklet is 
an up-to-date financial report of the U. S. 
Government. It highlights the important 
facts about the programs and services 
which the Federal Government carries out 
for the American people every day, tells 
what they cost, and explains where the 
money comes from to pay the cost. 

“Your Federal Budget’ may be ob- 
tairied from the Superintendent of Docu- 
ments, U. S. Government Printing Office, 
Washington, D. C. 10 cents a copy. 
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Economic Prospects 




















rr 
te The U. S. economy appears destined 
from fae its biggest year, ‘even without being 
wibie spurred by war or inflation,” according to 
licro. | me First National City Bank of New 
pa York. While recognizing that there are 
SFP | some “‘soft spots” in business, the bank’s 
pany 1 economists don’t believe that any of the 
ae areas of activity, including lower farm in- 
‘os as | come, the probability of lower output and 
home building, and rising unemployment 
A sa will affect the over-all picture. 
asians The bank observes that the talk of “‘soft 
vo spots” probably has some advantage in 
ts that it tends to keep business from cross- 
ronts Fe the nebulous line between confidence 
al and overconfidence, or, between sound ex- 
Fim pansion and a short-lived boom. In exam- 
se ining the labor situation, the report says 
f the that “there is a rapid turnover among the 
With statistically unemployed, that many are 
locu. | People who drift in and out of the labor 
full | ore - - and that the ‘hard core’ of 











persistent, distressed unemployment is 
ems, ae ” 
ae small and localized.” 

; The bank economists say that interest 
f 16 : 
rates are tending to firm and borrowers are 
a finding lenders less eager to increase their 
S ©. | loans. They feel that this “is a wholesome 


rd, J elopment since free and easy expan SYMBOLIC PICTURE OF SUCCESSFUL 


sion of credit at a time when there is so 


hone little slack in the economy constitutes an INVOICE CANCELING SYSTEM 


invitation to the spiral of inflation.” 

















efer- 
d Electric Power Rise Predicted The kiss prints on this executive’s canceled supporting papers be re- 
“Mi. The electric power industry’s capacity, face tell a happy story. They were used to validate a duplicate or faked 
they } hich stood at 103,600,000 kilowatts at planted there by the gal whose job _invoice. 
sstly, the end of 1954, is expected to increase is to cancel paid invoices. But even more important to the 
busi. § 23% to reach 138,000,000 kilowatts by She’s happy because her boss was girl—it’s a neat, clean, dignified job. 
n of the end of 1958, according to Harold smart enough to install a Cummins What’s more, it’s fast—she has more 
din Quinton, president of Edison Electric Perforator. Where formerly she was time for other things, is more helpful 
ame oe. Reporting on EEI’s latest semi- slave to a messy, tedious, one-at-a- ’o thes Dene 
ping a penned pore pad — time hand-stamping chore, she now Mail coupon for full information 
‘aa [ether are ph to-edd 7.8 million cancels paid invoices—and their val- on Cummins Invoice Canceling. 
y to | lilowatts in 1956, 5.6 million in 1957 and idating papers—simply by inserting 
icro- [77 million in 1958, in addition to a them in the Cummins Perforator. 
ora | cord 13 million kilowatts in 1955. He This cancels the invoices and all 
y de- predicted that the industry's construction supporting papers with holes you 

vill for this year is expected to match the can read. All papers are marked— 

$2.8 billion total for each of the past two there are no skips or misses. The 


years. cancellation lasts as long as the 


, paper it’s in. The canceled invoices 
-16- | Premium Reduction on can never be paid twice, nor can the 





(get. The American Surety Company an- 
nounced reduced premium rates on Ac- 


| et, 1 ° eye ee 
PR. | Accountants’ Liability Policies Gi IN BUSINESS AND BANKS @ SINCE 1887 


ms 


Omni 

















+ il ®untants’ Liability Policies, effective Au- 
et is | St 15. The reduction varies slightly but mm Mwerenapes ai enerunennnan schists tsitaan sionals ashe deioititiianmpa eae a . 
J. §. | Netages 15%. These lower rates will ap- CUMMINS BUSINESS MACHINES 
rtant ply to all new policies written on and after Division of Cummins-Chicago Corp. 
vices that date and to all outstanding policies Cummins A Dept. C-105, 4740 N. Ravenswood Ave., Chicago 40, Iil. 
5 out m their anniversary dates in all states ex- Business : Please send me full information on Cummins Invoice Canceling. 
tells § “pt Louisiana and Texas and the Com- Machines 
the § Mnwealth of Puerto Rico, where approv- sales and Name oS : =e 
is are still pending. service offices Nii italiane 
ob- The broad coverage of the policy re- in principal 
ocu- § “ins unchanged, including the defense prin Address of Business 
fice, § “ature, which has proven so valuable to ‘ 
tified public accountants. nied RSS 
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Investment per Worker 

An estimate by MAPI indicates that the 
present capital investment required by 
U. S. business to employ one worker is 
$12,500. This over-all average figure in- 
cludes the investment in plant and equip- 
ment as well as fixed assets and selected 
current assets per worker in nonfinancial 
business. The investment in plant and 
equipment alone indicates that about 
$9,800 per worker is needed. 

A previous MAPI study, ‘‘Realistic De- 
preciation Policy,” indicates that $25 bil- 
lion a year is required to maintain the in- 
vestment in existing jobs (or $450 per 
worker to maintain jobs already in exist- 
ence). MAPI concludes that if business 
as a whole is to absorb the annual growth 
and private labor force, offset the current 
consumption of its fixed assets, and pro- 
vide for a normal growth in investment 

er worker, it must find each year $35-40 
Pittion in long-term capital. This must be 
the net realization from depreciation al- 
lowances, retained earnings, new equity 
flotations, long-term borrowing. 


Cost of Turnover 

A recent survey on employe turnover 
shows that it costs $208 to hire, try to 
train and then eventually to fire an hourly 
worker who ‘‘fails to make the grade.” 





CONTROLLERSHIP INFORMATION SERVICE 


oteA 


Management Development 

A survey conducted by the American 
Management Association discloses that 
more than one half of a group of 400 
companies surveyed employ some form of 
organized program for management edu- 
cation, while nearly one quarter of those 
without formal programs have designated 
someone to guide or promote management 
development. Techniques most frequently 
used include group conferences, ‘coaching 
by superiors” and periodic reviews and 
audits of performance. One third of the 
firms surveyed employ one or more of 
these methods. One fifth use psychologi- 
cal testing methods. Special training 
courses, attendance at outside conferences 
and technical meetings, and planned job 
rotation are other special procedures em- 


ployed. 


This Electronic World 


The first electronic brain to control the 
creation and moving of millions of kilo- 
watts of electricity through an entire power 
system will go into action next year at the 
Ohio Edison Company’s headquarters at 
Massillon, Ohio. The device, known as 
the Goodyear Electronic Differential Ana- 
lyzer (GEDA) will maintain instantane- 
ous continuous control over the throttles 
of 35 steam turbine generators in nine 





A digest of information developed by 
CONTROLLERSHIP FOUNDATION 
in answer to a reader's inquiry 


PUBLISHED MATERIAL ON LEASING VS. OWNING CARS AND TRUCKS 


PAMPHLETS 
“Tested Approaches to Capital Equipment Re- 
placement,” Special Report No. 1, American 
Management Association, New York, 1954. 
Pages 73-85, “Lease or Purchase? Alternative 
Methods of Industrial Financing” by Frederic J. 
Muth. 

PERIODICALS 
“Pros and Cons of Leasing Equipment” by Frank 
K. Greisinger, Harvard Business Review, Match- 
April 1955, p. 75. 
“Trend to Fleet Leasing” by John W. Rollins, 
Harvard Business Review, July-August 1954, 
p. 108. 


“Shall We Lease or Buy Equipment?” by 
I. Wayne Keller, N.A.C.A. Bulletin, September 
1953. 


‘Fixed Asset Planning—and a Fleet Economy 
Study” by J. W. Mack, N.A.C.A. Bulletin, Au- 
gust 1954 (Sec. I). 


“Cost Control for Marketing Operations—Order 
Filling,” Research Series No. 27, N.A.C.A. Bul- 
letin, August 1954 (Sec. II). (Appraises “lease 
vs. purchase’’—delivery equipment. ) 


“Shall We Sell the Building and Lease It 
Back?” by J. W. Mack, N.A.C.A. Bulletin, 
August 1954 (Sec. II). 
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plants across Ohio. GEDA will be able to 
provide all necessary information regard. 
ing the amount of electricity needed, the 
relative efficiency of each of the 35 gener- 
ators, cost of the coal at each plant, heat 
content in the coal and whether it is ‘‘wet” 
or ‘‘dry,’” transmission line characteristics, 
and any other needed data. 


National Airlines has completed negoti- 
ations with Teleregister Corporation for 
an automatic reservation system that will 
be able to handle approximately 3,600 in- 
quiries per hour. Operation of the reser- 
vations equipment allows the ticket agent 
to relay the reservation inquiry into the 
availability panels of the system; these 
panels can store information on flights up 
to two months in advance. 


Records Retention— 
A Survey of Current Practices 


Written records-retention schedules are 
maintained in 31 out of 45 companies in 
the St. Louis area Le oie dar: recently in 
a survey conducted by the St. Louis chap- 
ter of the National Office Management 
Association. 

In 13 of the 31 companies, the office 
manager is responsible bor following the 
schedule, and in six the treasurer or secte- 
tary; but with increasing company size, 
the survey found, this function is dis- 
charged by those most directly concerned 
with the work. 

In only six of the companies was the 
schedule more than five years old; another 
six reported that their schedules had been 
in existence from two to five years, and the 
remaining 19 companies had schedules 
that were less than two years old. In 17 
companies the schedule is re-evaluated an- 
nually, and in three re-evaluation takes 
place every two years. Eight other compa- 
nies reported that though no definite time 
is set for re-evaluation, changes are made 
whenever necessary. 

Considerable variations in the length of 
time “‘major’’ records are kept were un- 
covered by the survey. Between five and 
six years seems to be the favored period 
for such items as accounts receivable in- 
voice copies, pater checks, regular checks 
or drafts, and outside correspondence. On 
the other hand, accounts payable invoices, 
employe earnings records, and official in- 
ventories are frequently kept 10 years or 
more. Such space-consuming but relatively 
unimportant records as time cards, freight 
bills, bills of lading, and customers’ orders 
are generally scrapped within one to three 
years. 

Of the responding companies, only 
eight report that they keep more than one 
copy of major (i.e. bulky) records, and 
only 10 keep vital or important records in 
a separate location as protection from fire 
or bombing. However, in 28 companies 
some form of special fire protection, such 
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as safes, fireproof trays, fireproof steel 


files, and fireproof vaults, is used. 


Fourteen companies felt that they were 
keeping their records longer than audits 
or state laws require, and seven believe 
that some records might be destroyed 
sooner than audits or legal requirements 
specify. One company with a large filing 
roblem reported that records which 
should be kept 10 years to satisfy the 
statute of limitations are now destroyed 
after five years. In this case, the company 
has calculated that the maximum possible 
loss arising from not keeping the records 
after five years is only a small fraction of 
the storage or film cost that would other- 


wise be required. 


Penmanship and Profits 


Banking institutions report that they 
are losing thousands of dollars every year 
as a result of bad penmanship. A survey 
of 1000 bank personnel directors com- 
pleted by the Handwriting Foundation, 
Inc. reveals, for example, that a bank in 
the Southwest estimates it is losing up to 
$5,000 each year due to illegible hand- 
writing by employes and customers. Sim- 
ilar significant losses were reported by 
39% of the banks queried. The study re- 
vealed that anywhere from 21 to 25% of 
the banks’ employes used handwriting that 
was illegible “almost all the time.” The 
biggest complaint of the bankers was that 


many signatures on checks are illegible. 


According to the survey, the banks 
themselves are attempting to weed out 


those whose penmanship is very bad. 
Thirty-eight per cent of the bank person- 


nel directors surveyed reported that they 


placed “‘great value’”’ upon legible hand- 
writing in considering job applicants. 
Eighty-eight per cent said that handwrit- 
ing was an important factor in hiring new 


employes. Twenty-nine per cent of the 
banks reporting said that handwriting was 


used as a criterion for job advancement. 


Jobs where it was felt that handwriting 


was of particular importance include: 


bookkeeping, accounting, tellers, cashiers 


and secretaries. 


Cause of Tardiness 


Lateness is profoundly affected by the 
weather, pte to a report by the Met- 
topolitan Life Insurance Company. Ex- 
treme cold increases lateness up to 100% 
but extreme heat seems to stimulate 
promptness more than any other kind of 
weather. Thus, the report shows, August 
is the month of greatest promptness and 
December the month of least promptness. 





WHEN YOU NEED FACTS ON 


Pensions... Profit-Sharing and Group 
Insurance Plans 
Write for list of our publications 
Charles D. Spencer & Associates, Inc. 
166 W. Jackson Blvd., Chicago 4 
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Are you protected 
against the real loss? 





When vital business records go up in smoke, four out of every 
ten businesses go with them! Because fire insurance covers 
only the physical loss—just the cost of the paper itself! 
The only way to protect yourself against the real 
loss—the cost of restoring the vital information—is 
through VALUABLE Papers INSURANCE. 
If you are not protected—see your American Surety Agent— 
ask him about a Valuable Papers Insurance Policy. It covers 
your business records, including films, formulas, blue prints, 
inventory records and other important documents against 
destruction, damage or loss from practically any cause! 
If you don’t know the name of our agent* in your community 
just write our Agency & Production Department, 100 Broadway, 
New York 5, N. Y.—we’ll supply it promptly. 
* You'll find his specialized knowledge helpful in many ways. Ask him, 

for instance, about our various plans for bonding employees. 


FIDELITY * SURETY * CASUALTY * INLAND MARINE 


COMPANY HOMEOWNERS * ACCOUNTANTS LIABILITY * AVIATION 
100 Broadway * New York 5, N. Y. 











Members of the Controllers Institute are identified in the follow- 
ing items by certificate number and year of election in parentheses. 


TOP MEN... 

Charles E. Kohlhepp (#1654-1940) has 
been named president of both Jersey Cen- 
tral Power & Light Co., of Asbury Park 
and New Jersey Power & Light Co., of 
Dover. He previously headed the Jersey 
Central utility. . . . Roy T. Omundson 
(#2895-1944), executive vice president of 
Cardox Corporation, Chicago, Ill., has 
been made president and John J. Fitz- 
gerald (#2183-1942), secretary-comptrol- 
ler, has been made a vice president. Car- 
dox was recently acquired by Marmon- 
Herrington Co., Indianapolis, Ind. 

John R. Tuttle (#1108-1937), vice presi- 





MR. OMUNDSON 


dent and treasurer of Crouse-Hinds Co., 
Syracuse, N. Y., has been elected presi- 
dent and chairman of the Board... . 
Miller Adams (#446-1935), financial vice 
president and controller, Fred Harvey, 
Chicago, Ill., has been elected president 
and general manager. He is the first presi- 
dent in the company’s 79-year history 
from outside the Harvey family. 


NEW CONNECTIONS .. . 

Hylan Freed (#5474-1952) has been 
appointed to the position of controller of 
Clarostat Manufacturing Co., Inc., Dover, 
N. H. Mr. Freed was formerly comptrol- 
ler, Watson-Flagg Machine Co., Paterson, 
N. J., and formerly treasurer-controller 
of American Lead Pencil Co., Hoboken, 
N. J... . John R. Bartizal (#1810- 
1940) is now chairman of the Board of 
Benjamin Electric Manufacturing Com- 
pany, Des Plaines, Illinois. He was for- 
merly executive vice president of Clearing 





MR. TUTTLE 


Machine Corporation of Chicago, Illinois. 
... A. Connor Starin (#5941-1953), 
controller, Kansas Blue Cross-Blue Shield, 
Topeka, Kansas, has become director of 
Administrations, South Carolina Hospital 
Service Plan (also Blue Cross-Blue Shield) 
of Greenville, S. C. 

Alexander W. Lansberg (#5164-1951), 
treasurer and controller since 1948 of Plax 
Corporation, Hartford, Conn., recently re- 
signed his position to accept the post of 
treasurer and controller of Knox Glass, 
Inc., Knox, Pa. ... Edward J. Mack 
(#6028-1953), formerly controller, Dan 
River Mills, Inc., Danville, Va., is now 


MR. ADAMS 


senior assistant controller of Burlington 
Industries, Inc., Greensboro, N. C... . 
Daniel M. Sheehan (#1677-1940) has 
joined Haskins & Sells, Houston, Texas, 
as a partner. He was formerly vice presi- 
dent and comptroller of Monsanto Chem- 
ical Company, St. Louis, Mo. 

Charles J. Kushell, Jr. (#1739-1940), 
formerly director of finance of the Port 
of New York Authority, is now vice presi- 
dent-finance and administration of Revlon 
Products Corporation, New York. He 
served as vice president of Region II of 
Controllers Institute of America, 1953-54, 
and was chairman of the national Execu- 
tive Committee during the last year of a 
three-year directorship on the National 
Board, 1951-53. In 1951-52 he was presi- 
dent of the New York City Control. 


PROMOTIONS ... 
Robert A. Miller has succeeded James H. 
Eteson (#2736-1943), who retired on Sep- 
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MR. LANSBERG 


tember 1, as controller of State Mutual 
Life Assurance Co., Worcester, Mass. Mr, 
Miller joined the organization in 1954 as 
director of field office administration and 
then advanced to associate controller. . . 
Junius H. Cooper (#4826-1950), assistant 
treasurer and assistant controller, Vitro 
Corporation of America, New York, has 
been made controller. . . . Alan W. Drew 
(#6445-1955), assistant comptroller, 
Royal Typewriter Company Division, 
Royal McBee Corporation, New York, is 
now comptroller. . . . Joseph T. Janda 
(#3422-1945), assistant secretary, Booth 
Fisheries Corporation, Chicago, IIl., has 
been elected secretary. 


ADDITIONAL DUTIES FOR... 
William H. Apel (#4128-1948), con- 
troller of Groveton Papers Company of 
Groveton, N. H., and also a director of 
that company, who has been elected treas- 
urer and director of Vanity Fair Paper 
Mills, Inc., Plattsburg, N. Y. The latter 
company was organized to purchase the 
paper manufacturing facilities of Dia- 
mond Match Company at that location, 
In addition to the above, Mr. Apel is 
treasurer of Rushmore Paper Sales Corpo- 
ration of New York City and assistant 
treasurer of Rushmore Paper Mills, Inc., 





MR. KUSHELL 


Gouverneur, N. Y. . .. Earl R. Uhlig 
(#4072-1947), controller of Glenn L. 
Martin Company, Baltimore, Md., who was 
elected to the additional post of vice presi- 
dent of finance. Mr. Uhlig is chairman of 
the Controllers Committee of the Aircraft 
Industries Association and a past president 
of the Baltimore Control of Controllers 
Institute. . . . Harold A. Sipe (#1658- 
1940), vice president, The Third Na- 
tional Bank & Trust Company, Dayton, 
Ohio, who has been appointed vice presi- 
dent and secretary of the Board. He has 
been associated with the bank since 1933. 


NEW APPOINTMENTS . . . 

Stuart D. Maclaren (#795-1936), as- 
sistant treasurer and assistant secretary 
since 1925 of the Heywood-Wakefield 
Co., Gardner, Mass., has been elected to 
fill the unexpired term of the late Henry 
C. Perry (#169-1932) as treasurer and 
clerk of the corporation. A CPA and 
member of the AIA, Mr. MacLaren joined 
H-W as a member of the accounting de- 
partment in 1921. He served as president 
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of the Boston Control of Controllers In- 
stitute, 1946-47, and is a past president 
of the Worcester Chapter of NACA. 
...(C. K. McCracken (#2250-1942), 
chief accountant since 1942 of Procter & 
Gamble, Cincinnati, Ohio, has been 
elected to the position of company comp- 
troller, which will relieve vice president 
K. Y. Siddall (#1246-1938) of the comp- 
troller responsibilities he has continued to 
handle since his election as a vice presi- 
dent in 1954. Mr. McCracken joined P&G 
in 1926 and has held executive responsi- 
bilities at P&G facilities in the United 
States, Canada and the Philippines. He 
has been succeeded as chief accountant by 
D. P. Fite, who was also elected assistant 
secretary of the organization. He has been 
accounting department head since 1937. 

D. H. Dalbeck (#3445-1945) is now 
treasurer and a director of Package Ma- 
chinery Company, East Longmeadow, 
Mass., succeeding Jackson R. Holden 
(#3310-1945), resigned treasurer and con- 
troller. He has been succeeded as con- 
troller by Roger L. Putnam, who carries 
the title of controller and secretary. Mr. 
Dalbeck continues as vice president, treas- 
urer and controller as well as a director of 
Reed-Prentice Corporation, Worcester, 
Mass., which company is now a part of 
Package Machinery Company. 

Einar W. Sundberg (#3728-1946), as- 
sistant treasurer, Rockwood Sprinkler 
Company, Worcester, Mass., was recently 
elected treasurer of Rockwood and vice 
president, treasurer and clerk of the Game- 
well Company of Newton Upper Falls, 
Mass., succeeding W. C. Beck who has 
been associated ‘with the Gamewell Com- 
pany for over 50 years. Mr. Sundberg was 
also elected treasurer of the Eagle Signal 
Corporation, an affiliated company of 
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Rockwood located in Moline, Ill... . 
Edward A. Johnston (#4589-1949), comp- 
troller, Minnesota & Ontario Paper Com- 
pany, Minneapolis, Minn., is now treas- 
urer of the company. . . . Donald R. 
Morse (#5252-1951), formerly treasurer 
and director of sales, Hermetic Seal Prod- 
ucts Company, Newark, N. J., is now vice 
president in charge of sales. . . . Howard 
W. Read (#5192-1951), comptroller and 
assistant treasurer, Alan Wood Steel Co., 
Conshohocken, Pa., has been named vice 
president and comptroller. 

Justin E. Vogt (#6526-1955), who has 
been with American Iron and Machine 
Works Co., Oklahoma City, Okla., since 
1949, as comptroller of the company, has 
been named secretary-treasurer, succeed- 
ing V. L. Thomas, who resigned... . 


NEW DIRECTORS ... 

Francis L. Dabney (#1929-1941), as- 
sistant secretary and assistant treasurer, 
The Bullard Company, Bridgeport, Conn. 
. . » Edmund L. Grimes (#3461-1945), 
executive vice president, Commercial 
Credit Co., Baltimore, Md., to the Board 
of the Baltimore and Ohio Railroad. 


NEW VICE PRESIDENTS .. . 

Thomas J. Rowe (#6408-1954), for- 
merly resident comptroller, Shippers’ Car 
Line Corporation, New York, subsidiary 
of ACF Industries, Incorporated... . 
Allen Lester Fowler (#837-1936), formerly 
manager, Investigations and Reports De- 
partment, Day & Zimmermann, Inc., Phil- 
adelphia, Pa. Mr. Fowler is a past presi- 
dent of Controllership Foundation and is 
now a director of the research arm of Con- 
trollers Institute. . . . George N. Decker 
(#5379-1951), formerly vice president 
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and comptroller, Kellogg Division, Ameri- 
can Brake Shoe Company, Rochester, 
N. Y., to first vice president. 


COMPANY CHANGES... 


George W. Schwarz (#1268-1938) has 
been named vice president and general 
manager of the new General Products 
Division of Wyandotte Chemicals Cor- 
poration, Wyandotte, Michigan. This is 
one of three divisions established Septem- 
ber 1 under the policy of a fully division- 
alized basis for the firm. The division 
under Mr. Schwarz’ supervision will in- 
clude operation of the company’s quarry 
at Alpena, Michigan, and the Wyandotte 
Transportation Company. This division 
also handles the sale of coke, cement, 
foundry products and other miscellaneous 
by-products and services. In addition, Mr. 
Schwarz will continue to be responsible 
for the Purchasing and Traffic functions. 
Mr. Schwarz, president of Controllers In- 
stitute, 1953-54, and chairman of the 
Board, 1954-55, is currently a director at 
large of the Institute and a trustee of Con- 
trollership Foundation. 

J. H. Burtch (#5661-1952), secretary- 
treasurer of the Canadian Salt Company 
Limited, Montreal, Quebec, Canada, has 
transferred to Morton Salt Company at 
Chicago, Illinois, as assistant to the presi- 
dent. . . . John B. Lawson (#1204-1938) 
has moved from the Cincinnati Automatic 
Transmission Plant of Ford Motor Com- 
pany where he was plant manager, to the 
Aircraft Engine Division of the company 
in Chicago, where he will be assistant 
general manager. 

Gerald L. McCoy (#2461-1943) has 
been named area co-ordinator for South- 
east Asia, Indonesia, Malaya, Thailand and 
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Indo-China under a new administrative 
set-up by the Standard Vacuum Oil Co. 
The change provides for regional co-ordi- 
nators in charge of all phases of Stanvac’s 
integrated oil operations within their re- 
spective geographical regions. Mr. Mc- 
Coy’s headquarters is at Djakarta, Djawa, 
Indonesia. 


EDUCATORS .. . 


James H. Eteson (#2736-1943), retired 
controller of State Mutual Life Assurance 
Company, Worcester, Mass., has accepted 
appointment as head of the Business Ad- 
ministration School of Worcester Junior 
College, Worcester, Mass. Mr. Eteson had 
been an instructor in the Evening Division 
of the College for 12 years and a member 
of its Board of Governors, as well as 
chairman of the College Finance Commit- 
tee for six years. He is a past president of 
the Boston Control, Controllers Institute, 
a past chairman of the Institute’s Na- 
tional Committee on Education, a past 
trustee of Controllership Foundation, in 
addition to activity in many other organ- 
izations in the accounting and insurance 
fields. 

T. W. Bryant (#255-1933), general con- 
troller of The Cuneo Press, Inc., Chicago, 
Ill., recently addressed the class on con- 
trollership problems at the College of 
Business Administration, University of 
Arkansas. Mr. Bryant also addressed the 
Rotary Club of Fayetteville on “The Mag- 
nitude of the Publishing Field.’’ He is a 
past national director of Controllers In- 
stitute, as well as a former trustee of Con- 
trollership Foundation. 


*OPPORTUNITIES*+ 


EMPLOYMENT * EQUIPMENT * MISCELLANEOUS 


RATES: $5.00 per inch or fraction thereof each 
insertion. 50¢ each additional line. Payable in 
advance. Allow approximately 40 words to the 
1 column-wide inch including 2 words for box 
number. Closing date 10th of preceding month. 


Address box number replies to THE CON- 
TROLLER, Two Park Avenue, New York 16, 
N. Y. Replies will be forwarded. 





SITUATIONS WANTED 





ASSISTANT CONTROLLER 
33, MBA degree—accountancy, heavy mer- 
cantile and retail credit and collections exper- 
ience in soft and hard goods lines. Back- 
ground—accounting, taxes, insurance, finan- 
cial statement analysis, methods, procedures, 
audits, IBM training. Sales-minded and cost- 
conscious. Seeks challenging position. Box 
2186. 
CPA 


37, over eight years of broad responsible 
public accounting experience including excel- 
lent tax background. Desires responsible ac- 
counting or auditing position in Upper Mid- 
west. Minimum salary $6,000 to $7,000. Box 
2188. 





NOTE: THE CONTROLLER reserves the right to ac- 
cept, reject or censor classified copy and takes no re- 
sponsibility for the people contacted through this col- 
umn nor does it guarantee any item bought or sold. 
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HONORS TO... 

Culver M. Lussier (#794-1936), who 
has reached his 25th year with the Os- 
wego Falls-Sealright Company, Fulton, 
N. Y. He was guest of honor at a dinner 
given recently by the Oswego Falls-Seal- 
right executives and the district managers 
of the Sealright national sales organiza- 
tion in the Pontiac Hotel, Oswego, N. Y. 
Mr. Lussier, who came to the parent com- 
pany, the Oswego Falls Corporation, as 
controller in 1930, is now vice president, 
treasurer, a director and member of the 
Executive Committee of the Oswego Falls 
Corporation ; vice president, treasurer and 
a director of Sealright Co., Inc.; and, 
treasurer and a director of Sealright Pa- 
cific Ltd., Los Angeles, California. He is 
a past president of the Syracuse Control 
of Controllers Institute, 1942-43, and is 
regarded as an authority on industry’s re- 
lations with the United States Government 
on matters of taxation. 

William R. Phelan (#5035-1951), who 
was recently selected as the “Reserve of Re- 
nown”’ representing the Fifth Naval Dis- 
trict. A feature article about Mr. Phelan 
subsequently appeared in the Newsletter 
magazine of the Bureau of Supplies and 
Accounts. The selection was made on the 
basis of participation in the Naval Reserve 
program, personal achievements in civil- 
ian, professional, and civic activities. Mr. 
Phelan, who is serving as president of the 
Baltimore Control of Controllers Insti- 
tute, is controller of United States Fidelity 
and Guaranty Company, Baltimore, Mary- 
land. 

Paul J. Urquhart (#254-1933), retired 
vice president of Aluminum Corporation 
of America, Pittsburgh, Pa., and president 
of Controllers Institute, 1936-37, who re- 
cently married Miss Ruth Hunt, daughter 
of Mr. and Mrs. William C. Hunt of 
Clermont, N. J. Mr. and Mrs. Urquhart 
are making their home at 102 Philadel- 
phia Avenue, Cape May, N. J. Mr. Ur- 
quhart is an Honorary Life Member of 
the Institute. 


SPEAKERS... 

George J. Wachholz (#5168-1951), 
comptroller, Minneapolis-Honeywell Reg- 
ulator Co., Minneapolis, Minn., spoke on 
“Budgets and Cost Controls’ at the first 
combined AMA special conference and 
seminars on managing product research 
and development in New York on Oc- 
tober 7. 
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MILITARY CONTROLLERS .. . 

Col. Ernest L. Osborne (ret.) (#209- 
1933) has been elected a member of the 
National Council, national secretary, and 
editor of the National Journal of the 
American Society of Military Controllers, 
Washington, D. C. He has also been made 
president of the Washington, D. C., chap- 
ter of the Society. Col. Osborne was one 
of the founders of the District of Colum- 
bia Control of Controllers Institute. 


EXTRACURRICULAR ACTIVITIES .. . 


Carl J. Thomsen (#4680-1949), vice 
president, Control and Finance, Texas In- 
struments Incorporated, Dallas, Texas, 
has been appointed to the Finance Plan- 
ning Council of the American Manage- 
ment Association. Mr. Thomsen, along 
with 17 others, will serve in the planning 
of conferences, seminars and other ac- 
tivities in the Finance Division of AMA. 


al 


Obituary 


CLARENCE F. K. APPEL, 59, formerly 
comptroller of Follansbee Steel Corpora- 
tion, Pittsburgh, Pa., from 1941-1951, 
died on August 24, 1955. He held mem- 
bership certificate #2805-1943 in Control- 
lers Institute. 


BROOKE E. Furr, vice president of 
McCormick & Co., Inc., Baltimore, Md., 
died after a brief illness at the Union 
Memorial Hospital on August 29, 1955. 
He was 47 years of age. He joined Mc 
Cormick in 1925 and was elected to the 
Board in 1936; treasurer, 1941; and vice 
president, 1954. 

Mr. Furr, who held membership cet- 
tificate #2525-1943 in Controllers Insti- 
tute, was at the time of his death serving 
as chairman of the Standard Salary Board 
for the State of Maryland. His appoint 
ment to this Board was first made in 1946 
by Governor O’Conor and was renewed | 
by Governor Lane. The seven membets 
of the Board were charged with prepat- 
ing the pay plan for state officials and 
stabilizing employment in state depart 
ments. Mr. Furr was also head of a special 
committee which was appointed to study 
and survey the accounting systems of the 
several departments, offices, institutions 
and agencies of the state. 


THE CONTROLLER * OCTOBER, 1955 | 








